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Financial  Highlights 

1981 


1980 


\ct  vales  87.068  billion 

Met  income: 

l.xduding  unusual  items  8250  million 

Including  unusual  items  8250  million 

I  amines  per  share: 

I  Acludini;  unusual  items  85.32 

Including  unusual  items  85.33 

Dividends  per  share  Si. 00 

Return  on  shareholders'  equity: 

I'Acludim;  unusual  items  13.6rf 

Including  unusual  items  1 3 . 6 r V 


S203  million 
8203  million 


S4.20 

81.70 
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Dear  Fellow  Shareholders: 

19, SI  was  a  year  of  strong  sales  and  earnings  growth 
for  our  company  in  a  difficult  economic  climate. 

Sales  gains  brought  our  company  past  the  $7  billion 
mark,  and  earnings  reached  new  record  levels  when  the 
ellects  ol  the  previous  year's  unusual  items  are  excluded 
Irom  the  comparisons. 

bantings  lor  the  year  ended  January  30, 19S2. 
were  S25S  3  million,  or  S5.33  per  share,  an  increase  ot 
17.9  percent  over  the  S219.3  million,  or  $4.53  per  share, 
excluding  unusual  items,  earned  in  the  year  ended  January 
31.  I9S1  Including  unusual  items,  earnings  per  share  for 
our  19S0  hscal  vear  were  S3. 73,  and  net  income  was  S277  4 
million.  The  unusual  items  in  1980  totaled  SI. 20  per  share 
and  included  equity  in  the  gain  on  the  sale  of  two  shopping 
center  properties,  the  write-off  of  investment  in  certain 
downtown  stores  and  a  special  payment  to  a  Federated 
Department  Stores  charitable  foundation. 

Sales  in  our  19S1  fiscal  year  advanced  lo  S7.067.7  million, 
compared  with  1980  sales  of  S6.300.7  million,  an  increase  of 
12  2  percent 

Four  quarterly  dividends  of  47.5  cents  pershare  of 
common  stock  were  paid  during  fiscal  1981.  In  March  of  this 
year  your  directors  increased  the  quarterly  dividend  payable 
April  30  to  52.5  cents.  This  will  be  the  206th  consecutive- 
dividend  paid  since  October  1931. 

Quarter-hy-Quarter  Results 

A  very  strong  sales  and  earnings  performance  opened  our 
fiscal  year  with  record  first-quarter  net  earnings  of  $40.7 
million,  or  S4  cents  per  share,  an  increase  of  53.7  percent 
Seer  net  earnings  of  S26  5  million,  or  55  cents  per  share  in 

■  s.inte  quarter  of  the  year  earlier.  Sales  for  the  quarter 
were  up  14  5  percent.  Sales  and  earnings  continued  strong  m 
the  second  quarter,  with  net  earnings  increasing  51.6  percent 
m  the  per  od  and  sales  increasing  14.6  percent.  For  the  first 
half  of  the  vear.  net  earnings  grew  by  52.7  percent  over 
those  ol  the  first  halt  of  1980  on  a  14.6  percent  increase 

m  sales 

'Hie  month  ol  ( )c tuber  saw  a  marked  slowdown  m  the  rate 


Ralph  La/jrus.  C  htiirn;an  >»t  :hr 

of  sales  gains  compared  with  those  experienced  earlier  in  the 
vear.  Despite  this  slowdown,  net  earnings  increased  by  8.9 
percent  to  S51.6  million  over  tne  earnings,  excluding 
unusual  items,  of  the  same  quarter  of  the  previous  year. 

Sales  continued  to  run  behind  our  expectations  in  the 
fourth  quarter  of  the  year,  but  net  earnings  increased  6.9 
percent  to  $130.0  million  for  the  quarter  on  a  saies  increase 
ot  9.8  percent. 

Behind  the  Figures 

We  were  pleased  with  the  year's  results,  in  which  all 
segments  of  our  business  experienced  strong  sales  and 
earnings  increases,  particularly  in  light  of  a  rapidly 
deteriorating  economy  beginning  late  in  the  third  quarter  of 
the  year. 

The  first  half  of  the  year  saw  sales  gains  well  in  excess  of 
our  predictions  for  the  period.  Good  gains  were  recorded  by 
virtually  all  of  our  divisions  in  all  geographic  locations. 

Toward  the  end  of  the  third  quarter,  however,  the 
economy  began  to  suffer  some  major  upheavals,  and  stiles 
quins  foil  below  our  earlier  expectations,  a  condition  that 
prevailed  through  the  rest  of  the  year.  This  softening  in  sales 
was  experienced  throughout  the  country,  although  our 
divisions  operating  in  the  auto-sensitive  Midwest  were 
impacted  most  severely,  ns  was  the  case  for  most  of  1980. 

The  softening  sales  picture  late  in  the  year  created  a 
highly-promotional  sales  environment  during  the  Christmas 
season  as  we  and  other  retailers  Worked  to  bring  inventories 
in  line  with  realistic  estimates  for  sales  m  the  first  half  of 
1982.  Value-conscious  shoppers  responded  and  produced  a 
satisfactory  Christmas  sales  volume.  We  were  pleased  with 
the  profit  performance  of  the  company  m  the  fourth  quarter, 
given  the  conditions  that  prevailed  during  the  period. 

The  relatively  weak  and  unstable  residential  housing 
market  continued  to  have  an  adverse  effect  on  the  growth  of 
our  hardgoods  and  home  furnishings  sales 

Interest  expense  was  $67.0  million  in  1981.  compared  with 
S56.9  million  in  19S0.  Interest  costs  had  been  minimized  m 
the  early  part  of  the  year  by  receipt  of  funds  in  1980  from  the 


Howard  Goldfcdcr,  - 
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Donald  J.  Slone.  Vue  thi 


sale  of  two  chopping  centers  and  the  sale  of  debentures  at  a 
favorable  interest  rate. 

Credit  sales  as  a  percent  of  total  sales  returned  to  1979 
levels  last  year,  and  it  should  be  noted  that  sales  and  earnings 
performance  for  the  first  half  of  1981.  while  especially 
strong,  is  compared  with  a  period  in  1981)  during  part  of 
which  Federal  Reserve  Board  credit  control  regulations  were 
in  effect  and  retail  sales  were  extremely  sluggish. 

The  Children's  Place  Merger 

On  March  12. 19S2.  we  completed  a  merger  with  The 
Children's  Place,  a  chain  of  sixty-six  children's  specialty 
apparel  and  outlet  stores  operating  in  twelve  states.  The  total 
cost  of  the  transaction  to  Federated  is  approximately  S45 
milium,  which  excludes  $6.1  million  paid  upon  exercise  of 
our  option  to  purchase  200  thousand  shares  of  The 
Children's  Place. 

The  Children's  Place  had  an  excellent  year  in  1981. 
Iiisiitving  our  confidence  m  the  soundness  of  the  concept  of 
the  organization  and  the  ability  of  its  management  team. 

Divisions  Combined 

On  April  5. 1982.  w'e  combined  the  operations  of  our 
Rike’s  and  Shillito's  divisions  into  a  single  operation  to  be 
called  Shillito/Rike's. 

Tile  combined  division  will  operate  lourteen  department 
stores  m  Dayton.  Cincinnati  and  Springfield.  Ohio,  and 
Lexington.  Louisville  and  Florence.  Kentucky.  The  move  was 
dictated  by  the  economic  and  competitive  realities  of  the 
markets  served  by  both  Rikc's  and  Shillito's  and  was  made  to 
assure  shoppers  served  by  these  organizations  of  good 
values  m  high-qualitv  merchandise,  offered  m  attractive  and 
well-maintained  stores  and  at  high  levels  of  personal  service. 

Headquarters  for  the  combined  operation  will  he  m 
Cincinnati. 

Terminated  Operations 

Opciations  of  our  Gold  Triangle  division  were  terminated 
m  December  1981.  Since  its  opening  in  1968.  Gold  Triangle's 


management  consistently  worked  toward  Lilli'.img  the 
original  obiectives  ot  the  division.  Although  the  results  were 
reasonably  positive,  we  concluded  that  the  merchandising 
concepts  of  Gold  Triangle  did  not  repi  esent  a  maior  growth 
opportunity  tor  Federated.  It  is  anticipated  that  some  of  the 
properties  ot  Gold  Triangle  will  be  absorbed  bv  our  Riehwav 
mass  merchandising  division,  which  is  planning  an  entry  into 
several  Florida  markets  beginning  m  the  fall.  19S2. 

Larhcr  m  the  year,  we  announced  the  closing  ol  the 
seven-store  California  operation  ot  ou:  Gold  Circle  muss 
merchandising  division,  elfective  duly  4. 19S1.  With  only 
four  stores  in  San  .lose  and  three  in  Sacramento,  it  was 
difticult  lor  Gold  Circle  to  establish  its  presence  in  the 
California  market.  Our  choices  were  either  to  expand 
significantly,  a  move  which  did  not  meet  our  return  on 
investment  standards,  or  withdraw  hom  the  market  The 
latter  choice  allows  Gold  Circle  management  to  concentrate 
its  linuneial  and  management  resources  on  opportunities  in 
the  Midwest  and  Northeast.  The  positive  eiiects  of  this 
decision  were  noted  m  Gold  Circle's  improved  performance 
m  19SL 

Goals  and  Strategies  Update 

Work  continued  during  1981  to  delate  more  precisclv  bgr 
goals  lor  the  rest  ot  the  deca.de  and  map  appropriate 
strategies  to  meet  them.  Considerable  time  and  attention 
have  been  paid  to  a  careful  analysis  ot  our  portfolio  of  strong 
local  and  regional  fianchises  and  then  growth  potential  m 
the  context  ot  economic,  demographic  and  competitive 
trends  in  the  American  economv  m  general  and  regional 
economies  m  particular.  Some  ot  the  demographic  trends 
that  are  helping  shape  our  strategies  are  described  in  more 
detail  later  in  this  annual  report. 

In  meeting  our  overriding  objective  of  increasing  the  value 
of  our  shareholders'  investment,  vc  have  determined  that 
our  tirst  priority  will  be  to  increase  tliecorpninte  return  on 
equity  to  a  level  that  not  only  considers  the  relative  risks 
associated  with  any  investment,  hut  also  compensates 
shareholders  tor  the  effects  ot  long-term  inflation.  Meeting 
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this  objective  will  require  a  renewed  emphasis  on  investment 
productivity  in  our  existing  businesses,  ns  well  as  new 
businesses  that  meet  our  new  iiigher  return  on  equity 
standards. 

Strategic  plans  to  assure  that  we  will  move  aggressively  to 
meet  this  objective  are  being  developed. 

Charitable  Foundation  and  Contributions 

Late  in  our  1980  fiscal  year,  we  made  a  contribution  of  $15 
million  ton  Federated  Department  Stores  charitable 
foundation.  Foundation  funds,  plus  division  and  corporate 
contributions,  wili  be  used  to  help  us  nee:  our 
responsibilities  to  the  communities  v  .•  serve  by  providing 
support  to  non-profit  organizations  designed  to  meet  civic, 
health  and  welfare,  educational  and  cultural  needs.  1;  is  oui 
view  that  helping  to  meet  this  responsibility  through  an 
expanded  charitable  contributions  program  is  consistent 
with  management's  responsibility  to  Federated's 
shareholders.  The  businesses  of  our  company  are  local  in 
nature  and  highly  dependent  on  the  health  of  the 
communities  in  which  we  operate  stores.  We  have 
substantial  assets  in  most  of  the  large  cities  m  the  United 
States,  and  an  investment  in  the  communities  served  by 
these  assets  protects  their  value.  We  intend  to  increase  our 
total  level  of  giving  to  the  equivalent  of  approximately  2 
percent  of  our  pre-tax  earnings  by  19S5. 


Management  Update 

Harold  Krensky.  former  president  of  ojr  company  and 
now  chairman  of  the  executive  committee.  Maurice  Lazarus, 
ch.  irman  of  our  finance  committee  and  Lawrence  Isaacs, 
executive  vice  president  and  oui  chief  financial  officer,  have 
all  announced  that  they  will  retire  m  19S2  and  will  not  stand 
for  reelection  to  the  board. 

Jack  L.  Ratzkin.  senior  vice  president  and  general  counsel 
of  our  company  since  1979.  announced  his  retirement  in 
March  after  24  verms  of  service  to  the  company. 

All  four  of  these  retiring  company  officers  made 
substantial  contributions  to  Federated  over  a  period  of  many 
years,  and  their  counsel  and  mature  judgment  will  be  missed. 

Financial  Position  Strong 

The  financial  position  of  our  company  remains  strong.  Tnis 
is  an  important  strength  of  our  company  m  an  unstable 
economic  period.  Our  long-term  deb:  continues  to  en|oy 
both  Moody's  and  Standard  and  Poor's  triple-ATating.  Funds 
provided  from  operations  over  the  past  live  years  aggregated 
$1.8  billion.  This,  together  with  the  proceeds  obtained  from 
the  equity  in  the  gain  fronuifiv  sale  of  shopping  centers  in 
19S0.  was  S34  million  more  than  our  dividends  and  our 
expenditures  for  properties  and  equipment  during  that  period. 

With  thw  strong  position  we  can  continue  to  capitalize  on 
future  expansion  opportunities  and  aggressively  pursue 
acquisitions  and  new  business  concepts  that  meet  our 
linancial  objectives 


\1r  ( t  nmtnands  \n  h  dnd  re m  :/<•  stfuadrniis  h>r  the 
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Known  as  one  of  ihe  jiamt  in  the  field  of  fashion  retailing,  Harold 
Krcnskv  shared  in  the  leadership  of  Federated  during  a  period  of 
significani  growth  and  conceptual  development  for  the  company  As  he 
retires  from  our  hoard  of  directors,  he  leaves  behind  him  an  almost 
forty-year  association  with  the  company,  highlighted  by  innovative 
merchandising  and  effective  management 

During  his  long  association  with  Rloomtngdale’s  -which  he  headed 
between  1 966  and  1969 -his  leadership  directed  that  division  toward  its 
present  statute  as  a  modern  fashion  marvel  Likewise,  he  helped  launch 
Filene's  on  a  similar  path  of  fashion  prominence.  However.  Harold 
Krensky’s  real  genius  lay  in  his  ability  Mislead  others  to  a  discovery  of 
their  own  talents  h  was  in  this  area  that  he  made  his  greatest  and  most 
lasting  contribution  to  Federated  and  to  such  public  institutions  as  Boston 
University,  to  which  he  has  given  generously  of  his  time.  Harold  Krcnsky 
has  been  a  valuable  as  :cl  to  Federated  for  more  than  three  decades.  Hts 
retirement  from  our  management  will  be  fell  deeply  He  is  one  of  the  top 
merchants  in  this  country  and  he  leaves  full-time  service  with  Federated 
with  his  gvlkagucs'  respect,  affection  and  good  wishes  He  has  agreed, 
however,  to  continue  as  a  consultant  to  Federated,  and  we  will  look  to  him 
for  wise  counsel  in  the  futures 


New  Stores  and  Shopping  Centers 

During  the  past  year  Federated  opened  seventeen  new 
department  stores,  three  new  mass  merchandising  stores  and 
six  new  supermarkets,  and  expanded  two  existing 
department  stores.  Gross  space,  net  of  operations  terminated 
during  the  year,  increased  by  1.536,000  square  feet,  or  2.9 
percent.  The  total  mass  merchandising  space  shows  a 
deciease.  as  Gold  Circle  closed  its  California  operation,  and 
Gold  Triangle  terminated  operations. 

In  1982  Federated  plans  to  open  seventeen  new 
department  stores,  twelve  new  mass  merchandising  stores 
and  eleven  new  supermarkets. These  new  stores  and 
expansions  to  existing  stores  will  represent  a  net  addition  to 
gross  space  of  3.485.000  square  feet,  or  6.5  percent.  One  of 
the  department  stores  and  two  supermarkets  veil!  replace 
existing  stores.  In  addition.  The  Children's  Place  intends  to 
add  twenty-one  stores,  bringing  their  total  number  of  stores 
to  eighty-seven. 

Federated  Stores  Realty.  Inc.,  in  1981  completed  three 
enclosed  regional  shopping  malls,  in  Dallas.  Memphis  and 
San  Mateo.  California.  The  latter  two  are  joint  ventures  with 
other  developers.  In  1982  it  expects  to  complete  four 
additional  malls.  One,  in  Pasadena. Texas,  opened  March  4. 
Others  are  scheduled  for  Tucson.  Philadelphia  and  Miami. 
The  latter  two  are  joint  ventures.  There  will  be  at  least  one 
Federated  department  store  in  each  of  these  malls. 

The  Economy 

As  this letter  is  being  prepared,  fh*  country  is  in  a  very 
difficult  economic  period.  If  current  uncertainties  are 
satisfactorily  resolved,  th"  economy  should  gather  strength 
in  the  second  half  of  the  year. 

Consumer  demand  for  general  merchandise  should  show 
real  growth  as  the  economy  recovers,  inflation  slows  and  as 
the  second  stage  of  consumer  tax  cuts  now  scheduled  for 
July  1  are  implemented. 

1982  will  be  an  extremely  challenging  year  in  the  retail 
business.  Success  will  depend  on  management’s  ability  to  run 
a  disciplined  business  and  its  initiative  to  make  the  most  of 
opportunities  that  present  themselves. 

Human  Resources  Strong 

One  reason  our  company  has  prospered  during  its  more 
than  a  half-century  of  operation  in  a  variety  of  economic 
climates  is  its  strong  position  in  human  resources.  We  are 
proud  of  all  of  our  associates,  over  120.000  of  them,  and 
confident  that  the  important  qualities  they  bring  to  our 
organization,  coupled  with  our  strong  financial  position,  will 
allow  us  to  grow  even  more  vigorously  in  the  future  than  we 
have  in  the  past. 

Respectfully  submitted. 

Howard  Goldfeder  Ralph  Lazarus 

President  mid  Chairman  of  the  Board 

Chief  Executive  Officer 
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Maurice  Lazarus  Charles  Y.  l-azarus 

Maurice  Lazarus,  chairman  of  the  finance  committee  of  the  board  si  nee 
1971.  will  retire  from  the  company  in  July  19S2  Past  president  and  chief 
executive  officer  at  F denes,  he  has  been  with  Federated  for  forty  yean 

H:s  association  with  the  company  began  m  7937  at  Shill  it  o's  Mm  mg  t> 
Fairy's  in  7946  after  his  military  service.  Mr.  Lazarus  became  executive 
vice  president  of  that  division,  a  posttion  which  he  held  until  795#  when 
he  moved  to  F dene's. 

His  worldly  Views  and  sophistication  brought  a  unique  dimension  in  L, 
many  contributions  and  accomplishments  at  Federated. 

Maurice  Lazarus  has  given  generously  of  his  time  to  business  and 
educational  organizations  He  is  a  devoted  and  effective  alumnus  of 
Harvard  College,  serving  on  many  advisory  committees  His  business 
directorships  have  contributed  distinguished  leadership  and  growth  to  th 
companies  with  which  he  is  associated 

Charles  Y.  Lazarus,  for  me  r  chairman  and  chief  executive  officer  of 
Lazarus,  retired  from  the  board  of  directors  on  September  75.  79#/  He 
had  retired  cm  August  7.  7 9# 7.  from  Lazarus  Associated  with  Federated 
and  its  Lazarus  division  for  forty -five  years.  Mr  Lazarus  profoundtv 
influenced  Lazarus'  transition  from  a  single-market  department  store  to 
its  present  stature  as  the  foremost  re  fader  in  several  key  mid  western 
areas  In  recognition  of  his  accomplishments  he  carries  the  title  of 
chairman  emeritus  of  Lazarus 

During  h is  association  with  Lazarus,  he  brought  his  dedication  and 
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This  large  cohort  of  baby  boomers  will  not  only  be  numerous,  they  will 
also  be  entering  their  peak  earning  years.  Individuals  in  the  .55-44  age 
group  on  average  earn  26  percent  more  than  the  average  of  all  earners. 


We  are  positioning  our  department  and  better  specialty 
stores,  mass  merchandising  stores  and  supermarkets  to  serve 
the  markets  of  the  '80s.  As  a  diversified  retail  firm.  Federated 
can  offer  a  wide  variety  of  merchandise  and  services 
especially  targeted  to  satisfy  demanding,  dynamic  and 
diverse  consumers  in  the  future. 

More  than  76  million  babies  were  born  between  1946  and 
1964,  the  baby-boom  years.  The  first  wave  began  to  turn  35 
in  1981.  Four  million  will  turn  35  in  each  year  of  the  rest  of 
the  decade.  As  they  grow  older,  baby-boomers  will 
dramatically  improve  their  relative  earning  position  as  they 
advance  in  their  careers.  Typically,  job  holders  in  the  35-44 
age  group  have  earnings  26  percent  higher  than  the  average 
for  all  earners. 

Although  young  people  are  marrying  later  than  their 
parents  did.  the  baby-boom  generation  is  saying  their  vows 
in  record  numbers.  Household  formation,  both  of  marrieds 
and  singles,  is  on  the  rise.  Each  new  household  has  needs  for 
furnishings  and  household  items  which  are  served  by 
virtually  all  of  Federated's  businesses.  Households  headed  by 
persons  in  the  big-spending  35-44  age  group  are  growing  at 
twice  the  average  rate  of  household  formation. 

Many  demographers  expect  a  new  baby-boom,  called  the 
echo  boom,  as  large  numbers  of  young  women  reach 
traditional  childbearing  age.  Because  of  the  large  number  of 
women  in  this  age  group,  births  are  already  on  the  rise. 

Older  baby-boom  couples  -  contemplating  what  sociologists 
call  the  biological  imperative  -  realize  they  must  at  some 
point  in  the  '80s  decide  once  and  for  all  whether  to  have 
children  of  their  own. 


49  S'Zs  This  relatively  numerous,  high-earning  power  group  will  be  forming 

■  households  at  twice  the  national  rate  during  the  decade  of  the  Sth 

Household  formation  triggers  special  consumer  needs  which  can  be  filled 
by  virtually  all  Federated  divisions. 
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Often,  the  choice  -  at  least  temporarily  -  is  between 
children  and  careers.  Either  choice  produces  a  heightened 
interest  in  retail  spending.  Household  purchases  stimulated 
by  the  birth  of  the  first  child  represent  a  major  market  for  us. 
Working  women  also  present  important  opportunities  as 
they  gear  their  wardrobes  to  a  working  environment. 

Because  of  its  size,  as  the  baby-boom  generation  matures, 
it  will  bring  to  bear  on  society  and  consumer  markets  its  own 
unique  desires,  needs,  styles  and  values.  This  is  the 
generation  that  revolutionized  education  in  the  ’50s.  idolized 
the  Beatles  and  the  Rolling  Stones  in  the  ’60s  and  brought 
the  country  singles  bars  and  designer  jeans  in  the  "70s. 

This  is  also  the  first  generation  to  be  almost  universally 
educated.  It  is  a  sophisticated,  opinionated  generation.  This 
new  group  of  consumers  is  the  first  to  be  raised  in  a 
media-intensive  world,  and  these  men  and  women  are 
accustomed  to  instant  gratification  of  a  wide  variety  of  real 
and  perceived  needs. 

This  generation  has  initiated  some  major  changes  in 
American  family  life.  The  most  important,  from  a  retail  point 
of  view,  is  the  emergence  of  the  two-income  household  as 
the  dominant  household  type.  Married  couples  with  two 
incomes  already  represent  almost  half  of  all  married  couples, 
and,  by  1990,  the  number  of  married  couples  where  both 
spouses  work  should  increase  by  almost  7  million.  The 
number  of  working  wives  in  the  35-44  age  group  will 
increase  at  more  than  double  the  average  growth  rate  for  all 
working  women. 

The  impact  on  the  economy  of  the  working  woman  has 
been  dramatic  and  will  become  even  more  dramatic  as 
women  continue  to  enter  better-paying,  formerly 
male-dominated  jobs.  Their  rising  educational  levels,  their 
ambition  and  improved  opportunities  in  business  and 


66.5% 


24  and  25-.14  .15-44  45-r>4  55-M  h5  and 

under  over 


Nut  surprisingly,  in  light  of  the  previous  figures,  the  share  of  total 
household  income  held  by  households  in  the  o — 14  age  group  will 
grow  by  66  5  percent,  nearly  twice  the  average  rate  of  growth  for  all 
households. 


I 


.$13,837 


Total  household  income  for  the  15 — JJ  age  group  will  be  enhanced  by  an 
increased  number  of  working  wives.  Experts  say  there  will  be  an  SO 
percent  increase  in  the  number  of  women  in  the  .15- J4  age  group  who 
have  jobs  in  the  'SOs.  Apparel  needs  of  working  women  represent  another 
special  opportunity  for  many  federated  businesses  Households  with  two 
wage  earners  typically  earn  more  than  AO  percent  above  the  average  for 
all  households. 


.$22,590 
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Number,  of  birth*  arc  up.  and  will  be  up  through  the  'HO*  There  will  be *<> 
many  women  of  childbearing  year*  dunny  the  decade  of  the  SO*  that 
maternity  ward *  will  be  full.  Many  Federated  bu*ine**e *  *erfe  the  special 
need \  of  children,  and  the  newest  addition  to  the  Federated  famih  -  The 
Children  j  Place  —serve*  lhi\  population  *eyment  exclusively 


industry  will  allow  those  women  who  want  to  work  to 
increase  their  incomes  sharply  in  the  decade. 

With  two  wage  earners  in  the  household,  there  will  be  an 
increasing  demand  for  noon,  weekend  and  evening  shopping 
hours,  catalogue  and  video  shopping,  one-stop  convenience, 
home  furnishings  and  apparel  counseling  services,  weekend 
and  evening  delivery,  convenient  store  layouts  and 
convenient  store  locations. 

Men  will  share  shopping  duties.  Career  women  v  ill  have 
significantly  greater  needs  for  apparel  and  cosnwuc  items  as 
they  dress  for  the  workplace  every  day. 

More  than  half  of  all  households  today  have  only  one  or 
two  people.  These  are  couples  with  no  children,  singles, 
single  parents  with  one  child  and  unmarried  couples.  By 
1990,  there  should  be  more  than  56  million  such  households. 

Increasing  numbers  of  incomes  per  household  plus  a 
declining  household  size  mean  sharp  increases  in  household 
per  capita  income,  creating  an  important  market  segment  for 
Federated. 

Other  trends  predicted  in  the  decade  also  accent  increased 
consumer  retail  spending.  Household  formation  and  the 
establishment  of  roots  signal  a  change  in  spending  patterns. 
Eating  at  home  and  entertaining  at  home  will  become 
increasingly  important.  Quality  housewares,  including  better 
china  and  crystal,  will  continue  to  gain  popularity. 

Consumer  markets  will  offer  challenges  and  opportunities 
for  Federated  in  this  decade  and  beyond,  as  they  have  in  the 
past.  We  have  carefully  considered  the  implications  of  the 
trends  outlined  here  and  prepared  strategies  to  assure  that 
the  changes  will  add  up  to  a  period  of  unique  opportunity  for 
our  diversified  retail  business.  Our  stores  are  not  strangers  to 
these  maturing  baby-boomers.  They  have  grown  with 
us  —  and  we  have  grown  with  them. 


.4.5 
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Division  Performance  by  Regions  The  Southwest 

Outstanding  sales  and  earnings  growth  headline  the  1981 
story  for  Foley's.  our  Houston-based  division.  Fxpansion 
into  the  San  Antonio  market  was  greeted  with  what  is 
believed  to  be  the  largest  first-day  volume  of  any  Federated 
opening  ever.  Another  new  store  in  suburban  I  fouston  was 
opened  in  September.  Sales  at  Foley's  first  Austin  store 
continued  at  a  high  level  and  a  second  store  will  open  then- 
in  1982. 

Both  sales  and  earnings  were  very  good  at  our  Tucson 
division.  Levy  V  In  1982  Levy's  will  open  its  lust  branch  in 
the  new  Foothills  Mall,  a  Federated  Stores  Realty  protect. 
This  marks  the  beginning  of  a  major  expansion  program  (or 
Levy's  throughout  Arizona  and  New  Mexico. 

Dallas-based  Sanyer  Harris  chalked  up  strong  silcs  and 
earnings  in  1981.  The  division  reported  an  esjKvially  good 
performance  by  its  Fort  Worth  stores.  During  the  year. 
Sanger  Harris  opened  a  new  store  in  Tyler.  Texas,  ami  initial 
sales  exceeded  expectations.  In  19S2  the  division  plans  to 
open  its  first  store  outside-  Texas  in  Tulsa.  ( Jklahoma. 


Divisions  of  Federated  Department  Stores.  Inc. 
and  Federated  Stores  Realty.  Inc., 
an  Unconsolidated  Wholly  Owned  Subsidiary 


Tuoon.  AZ;  eftablahed  1903 
Henry  Quinui  president 
1  ck  partment  ktore  located  in  AZ 


Miami-based  Rurdmes  passed  the  hall-billion  dollar  mark 
in  sales  in  1981.  with  a  large  portion  of  the  gam  posted  m  tin- 
first  half  of  the  year.  In  the  second  half  a  sluggish  housing 
market  and  re-duced  level  of  tourism  in  South  Florida  sloped 
the  economic  growth  of  the  area  and  held  Hu  refines' 
performance  below  traditionally  high  levels.  Burdmcs  will 
open  new  stores  in  Daytona  Be-ach  and  We-st  Dade  County  in 
1982.  Daytona  is  a  new  market  for  the  division. 

A  poor  evonomv  in  ( inhhmiih's  trading  area,  plus  a  verv 
substantial  incre-ase  in  competitive  retail  space,  held  l‘»si 
performance  below  expectations.  Goldsmith's  opened  its 
first  remote  store  in  Jackson. Tennessee,  and  a  store  m 
Federated  Stores  Realty's  Hickory  Ridge  Mall  m  Memphis. 

The  turnaround  begun  m  1979  at  Rich \  accelerated  in 
1981  as  stiles  and  earnings  performance  exceeded 
expectations  and  brought  about  a  significant  increase  in 
return  on  investment.  Major  renovation  of  Rich's  key 


Dallas,  TX;  establish^ 
John  D.  Miller,  ebairm 
Charles  E.  Griffin,  pre 


The  Children’s  Place 


The  Southwest 


mi Hon.  TX.  established  I<*MI 
®TJ\kcr  M  Mcvcr.  thjiruun 
John  H  UtNoc.  president 
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West  Coast  Corridor 


Atlanta  stores  has  begun  and  the  division  has  identified  this 
strategy  as  one  that  offers  substantial  long-term  sales  and 
return  on  investment  opportunities.  One  store  was  expanded 
and  remodeled  in  1981  and  at  least  two  stores  will  be 
upgraded  in  1982. 

Performance  at  Richwuy  was  hampered  in  1981  by  poor 
economic  conditions  in  some  key  markets  and  by  intense 
competitive  activity.  Results  in  Richway’s  Atlanta  stores 
were  somewhat  stronger  than  in  the  stores  in  Tennessee  and 
the  Carolinas.  Expansion  in  1981  included  two  new  stores  in 
Chattanooga.  A  modem  distribution  center  is  under 
construction  in  Atlanta.  Richway  will  move  into  South 
Florida  with  five  stores  in  Broward  and  Palm  Beach  Counties 
in  1982. 

West  Coast  Corridor 

Both  sales  and  earnings  were  up  for  Bullock's,  which 
opened  one  new  department  store  and  a  Bullocks  WiLshire 
specialty  store  in  1981.  Expansion  included  Bullock’s  first 
entry  into  the  Las  Vegas  market.  A  store  in  the  new  Beverly 
Center  in  the  Los  Angeles  area,  and  one  at  Manhattan 
Beach,  a  scaled  down  ’’filler  store.”  were  opened  early  in 
1982.  The  “filler  store”  concept  involves  placement  of 
smaller  stores  in  affluent  communities  between  areas  served 
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by  large  regional  centers  and  has  been  well  received.  The 
newest  Wilshire  specialty  store  was  opened  in  September  in 
Palos  Verdes. 

Sales  gains  were  strong  for  Bullock’s  Northern  California, 
Federated’s  Palo  Alto-based  division,  but  earnings  continued 
at  a  disappointing  leveL  In  September,  BuIIodc’s  North 
opened  an  innovative  store  in  San  Mateo,  just  south  of 
San  Francisco. 

San  Francisco-based  /.  Magnin  opened  Oakbrook,  its  third 
store  in  the  Chicago  market,  in  October.  I.  Magnin  is 
continuing  a  program  of  targeting  broader  markets  for 
merchandise  emphasis.  This  has  long-range  implications; 
however,  earnings  performance  in  1981  was  below 
expectations.  Direct  mail  sales  were  strong  in  1981  and 
represent  a  growth  area  for  the  division.  Major  renovation  of 
the  downtown  San  Francisco  store,  which  includes 
installation  of  escalators,  will  continue  in 1982. 

Sales  and  earnings  increased  substantially  again  in  1981  for 
the  Los  Angeles-based  Ralphs  as  it  became  Federated’s  first 
billion-dollar  division.  Return  on  investment  showed  a 
significant  improvement  Six  new  stores  were  opened  in  1981 
and  eleven  are  planned  for 1982.  Expansion  will  come  in  San 

The  Midwest  Diego,  Ventura  and  Riverside  Counties,  areas  Ralphs  can 

serve  from  centralized  warehousing  and  manufacturing 
facilities,  in  addition  to  Los  Angeles  and  Orange  Counties. 


The  Midwest 

The  Boston  Store  opened  two  new  stores  in  198L  One  in 
Radne-Kenosha  expanded  the  division  outside  the 
Milwaukee  area.  A  second  opening  was  in  Capitol  Court 
Mall  and  replaced  a  free-standing  store. 

Gold  Circle,  headquartered  in  Columbus,  Ohio, 
experienced  progress  in  1981  in  sates,  earnings  and  other  key 
performance  indicators.  More  efficient  operations  resulted 
from  the  closing  of  the  California  stores.  In  1981  Gold  Circle 
opened  a  prototype  for  the  upscale  store  of  the  ’80s  in 
Cleveland  and  sales  were  ahead  of  expectations. 


Federated  Stores 
Realty,  Inc. 

Cincinnati,  OH;  established  1973 
Jane*  B.Sdonick.  chairman 


Ik-1  located  in  NJ;1  in  FU 

fnt  ventures  with  other  developets- 
led  mTX;  1  inTN;  1  in  CA 
2  developed  and  managed — 

1  located  inTX;l  mFL 
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Northeast  Corridor 


Lamms  maintained  a  strong  position  despite  the  recession 
in  the  Midwest  A  successful  store  opening  in  Huntington, 
West  Virginia,  contributed  to  a  stable  financial  picture  and 
modest  growth. 

Sales  and  earnings  performance  improved  at  Rike’s  in 
1981  Earnings  were  the  best  for  the  division  in  three  years. 

fWirmatiJMwl  p^rtrwin  wyr  I^ij  fry 

poor  economic  conditions  in  die  Midwest  Unemployment  in 
the  division’s  cities  is  above  the  national  average. 

The  operations  of  Rike’s  and  Shillito’s  were  combined  on 
April 5, 1982. 

Northeast  Corridor 

Abraham  and  Straus,  our  Brooklyn-based  division,  made 
earnings  progress  again  in  1981  Sales  increases  were 
noteworthy  in  Woodbridge,  Huntington,  Manhasset,  Rego 
Park  and  Paramus.  A  new  store  was  opened  in  King  of 
Prussia,  Pennsylvania,  a  new  market  for  Abraham 
and  Straus. 

Sales  increased  sharply  at  Bloommgdale’s  and  earnings 
continued  strong.  The  first  new  Bkxmingdale’s  in  three  years 
was  opened  in  King  of  Prussia,  Pennsylvania.  Renovations 
were  completed  at  the  Stamford  store  updating  its  decor  and 
merchandise  arrangement 

Filene’s  upstairs  store  posted  strong  sales  increases  in 
1981  Expansion  and  remodeling  programs  undertaken  in 
prior  years  to  update  facilities  and  add  more  space  for  home 
furnishings  are  producing  sales  gains.  Filene’s  is  strongly 
positioned  in  Boston  and  other  markets  it  serves. 

Filene’s  basement  store  showed  impressive  gains  in  sales 
and  earnings.  Results  were  ahead  of  expectations.  Two  new 
stores  were  opened  in  Burlington,  Massachusetts,  and 
Manchester,  New  Hampshire.  A  marketing  program  for  the 
basement  store  concept  is  evolving  which  will  direct 

expansion  outside  the  Boston  area  beginning  with  three  new 
stores  on  Long  Island  in  1982. 
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Division  Sales 

(millions) 


Abraham  and  Straus 

Filene’s 

Ralphs 

1981  $  605.0 

1981  $ 

321.6 

1981 

$1432.1 

1980  547.6 

1980 

288.7 

1980 

980.8 

Bloomingdale’s 

Foley’s 

Rich’s 

1981  $  647.5 

1981  S 

5473 

1981 

$ 

398.8 

1980  566.8 

1980 

453.0 

1980 

35L7 

Boston  Store 

Gold  Circle 

Richway 

1981  $  1115 

1981  $ 

3973 

1981 

$ 

2662 

1980  1013 

1980 

390.7 

1980 

233.9 

Bnllock’s 

Goldsmith’s 

Hike’s 

1981  $  499.9 

1981  S 

1252 

1981 

$ 

120.9 

1980  447.4 

1980 

110.9 

1980 

1153 

Bnllock’s  Northern 

Lazarus 

Sanger  Harris 

California 

1981  S 

3753 

1981 

$ 

298.9 

1981  $  88.6 

1980 

332.8 

1980 

262.1 

1980  75.7 

Levy’s 

Shillito’s 

Burdin  es 

1981  S 

443 

1981 

$ 

221.1 

1981  S  565.5 

1980 

39.4 

1980 

215.1 

1980  498.8 

LMagnin 

1981  $ 

257.6 

1980 

238.4 
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The  Year  in  Review 


Earnings  per  share  (unaudited)  for  each  quarter  are  shown  in  the 
following  table: 


Quarter 

19X1 

19X0 

Change 

First 

S  .84 

S  35 

$29 

Second 

.75 

.49 

26 

Third 

1.06 

.98' 

.08 

Fourth 

2.68 

231 

.17 

Year 

$533 

S433* 

$.80 

* Exclude x  SI. 20  per  share  due  to  unusual  items. 


Earnings 

Net  income  in  1981  increased  to  S258.5  million,  compared  with 
1980  net  income  of  $2193  million  (excluding  unusual  items  of 
$58.1  million)  and  with  1979  net  income  pf  $202.7  million.  Related 
earnings  per  share  were  S533.  $433  and  $430,  respectively. 

On  February  1, 1981,  the  company  adopted  the  retroactive 
provisions  of  Statement  of  Financial  Accounting  Standards  No.  43, 
Accounting  for  Compensated  Absences.  Accordingly,  the 
company’s  consolidated  financial  data  included  herein  have  been 
restated  to  reflect  this  change  in  accounting. The  impact  of  this 
change  in  accounting  on  the  financial  statements  was  not  material. 

The  unusual  items  in  1980  consisted  of  equity  in  the  gain  on  sale 
of  shopping  centers  by  Federated  Stores  Realty,  Inc.,  an 
unconsolidated  wholly  owned  subsidiary  ($78.9  million  net  of 
taxes),  less  write-off  of  unrecoverable  downtown  store  investments 
(S26.7  million  before  taxes)  and  a  special  payment  to  Federated’s 
charitable  foundation  ($15.0  million  before  taxes).  These  amounted 
to  S1.20  pen-rare. 

Quarterly  net  income  (unaudited)  was  as  follows: 

(miliums) 

Quarter  19X1  I9XO  *X.  Change 

First  S  40.7  $  263 

Second  36.2  23.9 

Third  51.6  473 

Fourth  130.0  121.6 

Year  S2583  $2193 

'Excludes  unusual  items  ofSSS.I  million. 


53.77a 

51.6 

8.9 

6.9 
17.9*!!, 


Earnings  per  share  are  based  on  average  shares  outstanding  of  483 
million.  48.4  million  and  483  million  for  the  1981. 1980  and  1979 
fiscal  years.  Any  dilution  from  the  potential  issuance  of  shares 
under  the  deferred  compensation  plan  and  the  stock  option  plans 
would  be  less  than  37a.  Fully  diluted  earnings  per  share  of  $5.18  for 
1981.  $4.40  (excluding  unusual  items)  for  1980  and  S4.07  for  1979 
take  into  account  the  above  items  plus  the  shares  Issuable  upon 
conversion  of  debentures  and  notes. 


Per  share  earnings  (dollars) 

Unusual  items 


Operating  profit  of  the  department  stores,  mass  merchandising 
stores  and  supermarkets  is  detailed  below: 

Mass  Merchandising 

Department  Fxcl.  Closed  Closed 

Stores  Divisions  Divisions  Supermarkets 

(miliums) _  _  _  _ 

Fiscal  of  7,  of  of  of 

Year  Amount  Sales  Amount  Sides  Amount  Sales  Amount  Sales 


1981  S552.8  10.6 

1980  4753  10.2 

1979  440.6  103 

1978  433.4  10.9 

1977  4233  11.8 


SI  8.8  2.8  $(1.6) 

11.9  1.9  1.4 

243  4.1  13 

21.7  4.0  1.8 

213  43  1.8 


(3.7)  S343  3.0 

2.9  233  2.4 

3.0  20.2  23 

3.2  163  1.9 

2.6  11.9  13 


Operating  profit  represents  the  pre-tax  profit  from  operations  of  the 
divisions.  Closed  divisions  include  Gold  Triangle  through  December 
1 981.  Ohio  Appliances  through  August  1978  and  Gold  Key  through 
April  1977.  Unallocated  central  office  costs,  interest  expense  and 
other  non-operating  items  aggregated  $130.9.  S107>  $1 123.  S98.6 
and  $76.7  million  for  the  years  shown  above. 
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The  quarterly  price  range  of  Federated  stock,  which  is  traded 
principally  on  the  New  York  Stock  Exchange,  and  dividends  per 
share  are  shown  in  the  following  schedule: 


First 

Second 

Third 

Fourth 

Year 


mi 

Stock  Pru  c \ 

-  Dividend 

High  Low  Per  Share 

$41'/:  S30  S  .47'/: 

43  %  33%  .47’/: 

39%  33%  .47'/: 

38'/:  32%  .47'/: 

$43%  S30  SI. 90 


I9S0 

Slock  Price* 

_  Dividend 

High  Loir  Per  Shan 

$27%  $21’/.  S  .45 

32%  23%  .45 

36%  29%  .45 

34%  24%  ,45 

$36%  S21%  $1.80 


The  approximate  number  of  Federated  common  shareholders  as  of 
March  31, 1982.  was  25.000.  The  dividend  rate  was  increased  from 
SI. 90  per  share  to  $2.10  per  share,  on  an  annualized  basis,  effective 
with  the  April  1982  dividend  payment.  The  company  has  paid  a 
dividend  each  quarter  since  October  1931. 


Dividend  Investment  Service 

Federated  shnrphrJrVr^  may  elect  ui  increase  their  investment  in  the 
corporation  by  requesting  that  their  dividends  be  invested 
automatically  in  additional  shares.  They  may  also  elect  to  purchase 
shares  by  making  monthly  cash  deposits.  There  Is  no  commission  or 
charge  for  this  service.  Participation  is  voluntary  and  may  be 
terminated  at  any  time.  For  information  write  to  Federated 
Department  Stores.  Inc..  Shareholder  Investment  Service. 

P.O.  Box  1762.  Chicago.  IL  60690. 

Acquisition 

On  October  6, 1981.  Federated  announced  the  execution  of  an 
agreement  providing  for  a  merger  with  The  Childrens  Pbce.  Inc.. 
a  multi-store  children’s  specialty  apparel  chain.  Under  the  terms  of 
the  agreement,  shareholders  of  The  Children’s  Place  are  entitled  to 
receive  S3050  in  cash  for  each  of  their  shares.  The  total  cost  of  the 
transaction  to  Federated  Is  approximately  S45  million  (excluding 
S6.1  million  paid  upon  exercise  of  an  option  to  purchase  200 
thousand  shares  of  The  Childrens  Place).  The  merger  was 
completed  on  March  12, 1982;  therefore,  the  financial  statements 
presented  herein  do  not  reflect  this  acquisition.  The  sales  and  net 
income  reported  by  The  Children’s  Place  for  the  year  ended 
January  31, 1982.  were  S54  million  and  S2.0  million. 
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Sales 

Sales  recorded  in  1981  aggregated  S7.1  billion,  an  increase  of  S767 
million,  or  12.2%.  over  1980.  This  was  a  new  high  for  the  41st 
consecutive  year.  Quarterly  sales  (unaudited)  were  as  follows: 


(mtllttms) 

Quarter  IVS I  mst)  ImriiiM- 


First  Sl.513.9 

Second  1.543.2 

Third  1.707.6 

Fourth  2303.0 

Year  S7.067.7 


SI  322.0  14.5": 

1346.2  14.6 

1.534.3  11.3 

2,098.2  9.8 

S6300.7  12.2" 


Sales  increases  by  business  segment  for  1981. 1980  and  1979  for  all 
stores  and  for  comparable  stores  follow.  Comparable  store  sales 
include  only  stores  open  for  the  full  fiscal  years  being  compared. 


St  tin's 

Mere  hath 

"it  irket'. 

Total 

Stiles  (mill urns) 

1981 

$5229.2 

$706.4 

$1,132.1 

S7.067.7 

1980 

4.645.2 

674.7 

980.8 

6300.7 

1979 

4280.2 

643.5 

882.7 

5.806.4 

1981: 

All  stores 

12.6"; 

4.7" 

15.4' 

.  122".. 

Comparable  stores 

7.0 

6.8 

7.5 

7.0 

1980: 

All  stores 

8.5 

4.8 

11. 1 

8.5 

Comparable  stores 

5.4 

.6 

10.4 

5.5 

1979: 

All  stores 

8.1 

8.2 

3.6 

7.4 

Comparable  stores 

5.4 

5.4 

3.4 

5.1 

Northern  California  supermarket  operations  were  closed  on  April 
28, 1980.  Mass  merchandising  operatioas  in  California  and  in 
Florida  were  closed  on  July  4. 1981  ana  December  26. 1981. 
respectively.  If  sales  of  these  closed  units  are  excluded  from  the  all 
stores  data,  the  1981  increase  in  sales  for  mass  merchandising  stores 
comes  to  11.2%.  for  supermarkets  to  17.1%  and  for  total  to  13.1%. 


Taxes 

Sales  of  the  department  stores,  mass  merchandising  stores  and  The  income  tax  provision  consists  of: 

supermarkets  were  as  follows: 


Dcpurln 

Vttw  Mm 

ha  tu  i  i\i  ng 

IW1//I..HM 

msi 

mn 

mru 

1  'nutl. a  f 

I7.ni 

/);;  iw. 

./ 

Federal 

State  and  local 

S184.1 

30.8 

SI  36.2 
28.1 

$143.6 

28.0 

Final 

%,., 

$214.9 

$1643 

$171,6 

Vi  at 

l"‘“l 

I"'“l 

Effective  income  tax  rate 

1981 

$5,229.2 

74 

$663.5  9 

S42.9 

1 

SI. 132.1 

16 

excluding  unusual  items 

45.4':,. 

45,8".. 

45.9% 

1980 

4.645.2 

74 

624.6  10 

50. 1 

1 

980.8 

15 

Effective  income  tax  rate 

1979 

4.2802 

74 

593.2  10 

50.3 

1 

882.7 

15 

including  unusual  items 

45.4";. 

372".. 

45.9% 

1978 

3.958.1 

73 

537.4  10 

57  2 

1 

851.9 

16 

1977 

3.586.5 

73 

469.2  10 

69.1 

1 

798.6 

16 

The  effective  income  tax  rate 

:  of  45.4%  diffe 

rs  from  the  Federal 

income  tax  statutory  rate  primarily  because  of  investment  tax 

Branch  stores  produced  79.9"..  ot  the  department  store  sales  in  credits  and  state  and  local  income  taxes.  Investment  tax  credits. 

1981.78.2%  in  1980  and  77.2%  in  1979.  Leased  department  sales  accounted  for  under  the  flow  through  method,  totaled  SIS. 5.  $15.6 
included  in  consolidated  sales  amounted  to  S147.4  million  in  1981.  and  S14.3  million  for  the  three  years  shown  above. 

$141. 4  million  in  1980  and  S135.1  million  in  1979.  Closed  divisions 
include  Cold  Triangle  through  December  1981.  Ohio  Appliances 
through  August  197S  and  Cold  Key  through  April  1977. 
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Deforced  income  tax  charges  and  credits  are  included  in  the 
provision  for  income  taxes  as  follows: 

I  miliums)  I  'IS  I  19X0  19  79 

Deferred  charges  (credits)  arising  from: 

Capitalized  interest  and  taxes, 
expense-  'or  tax  purposes,  and 

accelerated  depreciation  S23.2  $16.2  S16.9 

Cross  margin  on  deferred  payment 
sales  which  are  on  the  install¬ 
ment  method  for  tax  purposes. 

and  other  current  items  26.1  4.5  22.4 

Provision  for  deferred  compensa¬ 
tion.  deductible  for  tax  purposes 
only  at  the  time  of  distril  ution. 

and  other  deferred  items  (5.5)  (6.7)  (3.9) 

Write-off  of  investment  m  fixed  assets 
of  three  downtown  stores,  not 

currently  deductible  for  tax  purposes  2.0  (13.4)  — 

S44.8  S  .6  $35.4 

Current  liability  for  income  taxes  includes  a  deferred  amount  at 
year-end  of  S186.7  million  in  1981  and  S157.6  million  in  1980  from 
deferral  of  gross  margin  on  installment  sales. 

Deferred  income  tax  liability  is  principally  the  net  result  of 
deferred  tax  credits  from  accelerated  depreciation  and  deferred  tax 
charges  related  to  deferred  compensation. 

Taxes  other  than  income  taxes  amounted  to  $146.4  million  in 
1981.  S126.5  million  in  1980and$120.0  million  in  1979.  These  are 
principally  payroll,  real  estate  and  personal  property  taxes. 

Internal  Revenue  Service  examination  of  Federal  income  tax 
returns  has  been  completed  through  January  28. 1978.  For  the  four 
years  ended  January  28. 1978.  the  company  is  contesting  in  Tax 
Court  certain  issues  raised  during  examination.  Management 
believes  that  adequate  provision  has  been  made  for  the  issues  that 
the  company  is  contesting,  as  well  as  for  subsequent  years  through 
January  30. 1982. 

In  19S1  the  company  invested  $15.3  million  to  acquire  tax 
benefits  pursuant  to  the  Economic  Recovery  Tax  Act  of  1981.  Net 
income  in  1981  was  not  affected  by  this  transaction. 

Customer  Credit  and  Receivables 

Sales  through  credit  plans  of  Federated  divisions  in  1981  rose  to 
S2. 9  billion,  up  14.4"..  from  1980.Thesales  for  1980  had  increased 
4.2"..  from  1979. 

The  net  cost  of  the  company's  credit  operations  is  shown  as  follow; 

Finance  charge  revenues  $125.0  S109.5  $100.4 

Costs: 

Administration  84.9  78.4  76.0 

Pro  forma  interest  92.2  78.0  67.7 

Provision  for  doubtful  accounts  27.5  30.9  28.1 

Income  taxes  (39,8)  (38.9)  (35.7) 

164.8  148.4  136.1 

Net  cost  of  credit  $  39,8  S  38.9  S  35.7 

Net  cost  as  percent  of  credit  sales  1.4"..  1 ,5's.  1.5”.. 
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Pro  forma  interest  is  computed  at  the  average  rate  for  borrowings 
applied  to  the  average  total  of  customer  accounts  receivable  after 
subtracting  applicable  deferred  income  taxes.  Finance  charge 
revenue",  are  included  in  net  sales  in  the  Consolidated  Statement  of 
Income. 

Accounts  receivable  at  year-end  were  ns  follows: 


(miliums) 

limmtry  ill. 

I9S! 

Due  from  customers: 

30-da  v 

$  119.1 

S  127.0 

Deferred  payment 

1.035.0 

888.1 

Other 

78.4 

64.3 

Gross  receivables 

1.232.5 

1.079.4 

Less: 

Allowance  for  doubtful  accounts 

24.6 

23.8 

Deferred  service  charges 

Accounts  sold  to  finance 

4.9 

4.3 

subsidiary  less  company's 

152.2 

144.2 

181.7 

172.3 

1.050.8 

907.1 

Due  from  finance  subsidiary 

130.2 

122.2 

Net  receivables 

$1,181.0 

SI. 0293 

Allowance  for  doubtful  accounts 

as  of  gross  receivables 

2,0”.. 

2.2'.. 

Sales  made  through  third  party  credit  plans  (Master  Card.  Visa. 
Diner's  Club  and  American  Express)  amounted  to  S342.S  million  in 
1981.  $277.4  million  in  1980  and  S2 15.6  million  in  1979. 

Federated  Acceptance  Corporation,  an  unconsolidated  wholly 
owned  finance  subsidiary,  purchases  accounts  receivable  of  the 
company,  withholding  five  percent  of  the  receivable  balances 
pending  collection.  Federated  Acceptance  Corporation  had  pre-tax 
income  of  S72  thousand  in  1981 .  S72  thousand  in  19S0  and  S69 
thousand  in  1979.  which  amounts  have  been  applied  as  a  reduction 
of  consolidated  interest  expense. 

The  condensed  balance  sheet  of  Federated  Acceptance 
Corporation  is  shown  below: 

t  miliums)  I'>S2  l»S! 

Assets: 

Customer  receivables 
purchased  from 
Federated  Department 
Stores.  Inc.,  less  5".. 

withheld  pending  collection  $152.2  $144,2 

Liabilities  and  Equity: 

Due  to  Federated 

Department  Stores.  Inc.  $130.2  $122.2 

Equity  of  Federated 

Department  Stores.  Inc.  22.0  22.0 

$152.2  $144.2 
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Inventories 

Merchandise  inventories  at  the  1981  year-end  were  $8273  million, 
compared  with  $724.1  million  at  the  end  of  the  preceding  year. 
Substantially  all  inventories  are  valued  by  the  retail  method  and 
stated  on  the  LIFO  (last-in.  first-out)  basis,  which  is  lower  than 
market.  Management  believes  that  the  UFO  method,  which  charges 
the  most  recent  merchandise  costs  to  the  results  of  current 
operations,  provides  a  better  matching  of  current  costs  with  current 
revenues  in  the  determination  of  net  income. 

At  year-end  1981. 1980  and  1979  inventories  were  S241.9 
million.  $217.5  million  and  $180.0  million  lower  than  they  would 
have  been  nad  the  retail  method  been  used  without  the  application 
of  the  L Jl-'O  basis.  This  application  resulted  in  charges  of  27  cents 
per  share  in  1981. 36  cents  per  share  in  1980  and  33  cents  per  share 
in  1979.  The  1981  charge  includes  3  cents  per  share  resulting  from  a 
refinement  in  the  application  of  the  UFO  basis. 

Year-end  inventories  of  the  department  stores,  mass 
merchandising  stores  and  supermarkets  were  as  follows: 


Department 

Mas 

Stores 

Merchandising 

Supern 

uirkels 

(millions)  %  of 

•'-"f 

%»/ 

Fiscal  Year  Amount  Total 

Amount 

Total 

Amount 

Total 

1981  $693.0  83.8% 

S88.4 

10.7% 

$45.9 

537.. 

1980  5973  823 

92.6 

12.8 

34.0 

4.7 

1979  531.4  813 

92.9 

14.2 

28.0 

43 

1978  459.0  80.1 

84.5 

14.7 

29.6 

5.2 

1977  435.5  77.9 

903 

163 

32.9 

5.9 

Properties 

Gross  square  feet  of  store  space  (unaudited)  at  year-end  was  as 

follows: 

January. V).  I9S2 

January 

SI.  mi 

Gross 

Gross 

(square  feet  in  thousands) 

Units 

Space 

Units 

Space 

Abraham  and  Straus 

14 

5.481 

12 

4.907 

Bloomingdale's 

16 

3.653 

15 

3397 

Boston  Store 

7 

1.458 

6 

1343 

Bullocks 

24 

4.934 

22 

4.726 

Bullock's  Northern  California 

6 

1.002 

5 

872 

Burdincs 

21 

4.080 

21 

3.980 

Ftlene's 

17 

2.079 

15 

2.017 

Folev's 

12 

3.468 

10 

3.006 

Goldsmith's 

6 

1339 

4 

1.107 

Lazarus 

16 

3.765 

15 

3.607 

Lews 

1 

298 

1 

298 

1.  Magnin 

25 

1.721 

24 

1.635 

Rich's 

17 

4.079 

17 

4.076 

Rikes 

5 

1.494 

5 

1.672 

Sanger  Harris 

13 

2.475 

12 

2353 

Shillito's 

9 

2330 

9 

2330 

Total  Department  Stores 

209 

43.656 

193 

41331 

Gold  Circle* 

36 

4352 

42 

4.993 

Richway 

23 

2.452 

21 

2.285 

Gold  Triangle* 

- 

- 

6 

485 

Total  Mass  Merchandising 

59 

6.804 

~69 

7.763 

Supermarkets  -  Ralphs 

101 

3.409 

96 

3339 

Total 

369 

53.869 

358 

52333 

'In  Inst  ('ll  lid  Circle  closedits  California  operations,  which  consisted  of 
seven  units;  Cold  Triangle  ceased  operations  and  closed  its  six  units. 


New  units  scheduled  to  open  in  1982  (unaudited)  and  their  gross 
square  footage  are  sbe*m  below: 

Stjuare  Feet 


Dirtsioti 

Locatum 

in  Thousands 

Abraham  and  Straus 

Massapequa.  NY 

135 

Abraham  and  Straus 

Willow  Grove.  PA 

235 

Bloomingdale’s 

Willow  Grove.  PA 

240 

Boston  Store 

Green  Bay.  W1 

140 

Bullock's 

Los  Angeles,  CA 

161 

Bullock’s 

Manhattan  Beach.  CA 

115 

Burdincs 

Daytona  Beach.  FL 

158 

Burdincs 

Miami.  FL 

104 

Ftlene’s.  three  basement  stores 

New  York 

119 

Ftlene’s.  iHisement  store 

Massachusetts 

25 

Foley's 

Austin.  TX 

207 

Foley's 

Houston.  TX 

250 

Lazarus 

Evansville.  IN 

170 

Levy’s 

Tucson.  AZ 

103 

Sanger  Harris 

Tulsa.  OK 

165 

Gold  Grcle.  three  stores 

Ohio 

270 

Gold  Circle 

Pittsburgh.  PA 

90 

Gold  Circle 

Rochester.  NY 

85 

Richway.  five  stores 

Florida 

412 

Richway.  turn  stores 

Georgia 

158 

Ralphs,  eleven  stores 

California 

382 

.  3.724 
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Capital  expenditures  are  shown  in  the  following  tabulation: 


(millions) 

1981 

1980 

Land 

Buildings,  fixtures  and  equipment: 

$  30.1 

$  273 

Department  stores 

287.2 

228.9 

Mass  merchandising 

30.1 

213 

Supermarkets 

25.1 

29.2 

Central  office 

15.7 

$38 82 

_ 63 

$3133 

Major  commitments  for  the  future  purchase  or  construction  of 
facilities  at  January  30. 1982.  amounted  tc  approximately  S201 
million. 

Properties  at  year-end  are  set  forth  below: 


(millions) 

January  .10. 
1982 

January  31. 
1981 

Land 

S  142.8 

S  113.1 

Buildings  on  owned  land 

Buildings  on  leased  land  and 

858.6 

7402 

leasehold  improvements 

417.9 

386.2 

Store  fixtures  and  equipment 

9403 

835.0 

Property  not  used  in  operations 
Leased  properties  under 

97.1 

86.8 

capitalized  leases 

Less  accumulated  depreciation 

207.1 

2,664.0 

208.7 

2370.0 

and  amortization 

795 2 

Sl.868.8 

716.6 

Sl.653.4 

Depreciation  and  amortization  amounted  to  S156.9  million  for 
1981.  $148.2  million  for  1980  and  $129.5  million  for  1979.  For 
these  three  years  the  department  stores  incurred  S117.9.  S1083 
and  S97.1  million;  mass  merchandising  stores  (excluding  closed 
divisions)  incurred  $153.  $13.8  and  S12.9  million;  the  mass 
merchandising  closed  divisions  incurred  S.7.  $.8  and  $.8  million; 
and  supermarkets  incurred  $173,  $133  and  $14.0  million. 
Maintenance  and  repairs  of  properties  and  equipment  amounted  to 
$53.4.  $45-8  and  $47.7  million  fo'  the  three  years. 

Federated  Stores  Realty,  Inc.,  is  an  unconsolidated  wholly  owned 
subsidiary  engaged  in  the  development  and  operation  of  shopping 
centers.  At  year-end.  Realty  had  a  financial  interest  in  twelve 
shopping  centers,  including  seven  opened  and  five  under 
development.  Its  construction  commitments  were  approximately  $8 
million. 

The  subsidiary  recorded  revenues  of  S16.8  million.  S19.8  million 
and  S18.6  million  during  the  past  three  years  and  a  net  loss  of  S2.2 
million  in  1981,  a  net  loss  of  $88  thousand  in  1980  (excluding 
unusual  gain  from  sale  of  shopping  centers  of  $123.2  million  before 
provision  for  income  taxes  in  the  amount  of  S39.4  million; 
Federated's  equity  in  the  gain,  after  provision  for  an  allocation  of 
profit  sharing  retirement  expense,  net  of  taxes,  amounted  to  $78.9 
million),  and  net  income  of  S240  thousand  in  1979.  In  1980  Realty 
paid  a  dividend  to  Federated  in  the  amount  of  $82  million. 


The  following  is  a  condensed  balance  sheet  of  Federated  Stores 
Realty.  Inc.: 


January  31. 

January  31. 

(millions) 

1982 

1981 

Assets: 

Investment  in  shopping  centers: 

Centers  in  operation 

$  613 

S36.8 

Centers  under  construction 

29.4 

223 

Other  assets 

9.4 

17.5 

$100.1 

$76.6 

Liabilities  and  Equity: 

Advances  from  Federated 

Department  Stores.  Inc. 

$  693 

S493 

Mortgage  debt 

163 

16.6 

Other  liabilities 

Equity  of  Federated 

•  15.1 

9.5 

Department  Stores.  Inc. 

(1.0) 

1.2 

$100.1 

S76.6 

— 

Assets 

Total  assets  of  the  department  stores,  mass  merchandising  stoics, 
supermarkets  and  central  office  are  as  follows: 


(milhutiy) 

January  30. 
1982 

January  31. 

1980 

Department  stores 

S3.143.8 

$2.7223 

$2317.2 

Mass  merchandising 

295.2 

3003 

290.7 

Supermarkets 

231.8 

207.7 

200.9 

Central  office 

426.1 

3452 

2863 

$4,096.9 

$33753 

S32953 

Central  office  assets  include  investment  in  and  advances  to  two 
uncoasolidated  wholly  owned  subsidiaries  and  properties  held  for 
future  development  or  disposition. 
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Liabilities 

Accounts  payable  and  accrued  liabilities  at  year-end  are  set  forth 
below: 


(n.ilhons) 

January  30. 
10S2 

January  .11. 
19S1 

Merchandise  and  expense 
accounts  payable 

$4613 

$4203 

Accrued  wages,  vc  cat  ions 
and  sick  leave 

60.5 

52.7 

Taxes  other  than  income  taxes 

33.8 

28.7 

Other 

165.6 

141.5 

S721.2 

$643.2 

On  February  1. 1981.  the  company  adopted  the  retroactive 
provisions  of  Statement  of  Financial  Accounting  Standards  No.  43. 
Accounting  for  Compensated  Absences.  Accordingly,  the 
company's  consolidated  financial  data  included  herein  have  been 
restated  to  reflect  this  change  in  accounting.  The  effect  of  this 
change  on  net  income  was  not  material.  As  of  February  3. 1979. 
shareholders'  equity  and  income  taxes  payable  were  reduced  S5.2 
million  and  S5.6  million,  respectively,  and  accrued  wages,  vacations 
and  sick  leave  increased  $10.8  million. 

Financing 

Short-term  credit  lines  aggregating  $422  million  were  available 
from  39  banks  throughout  the  year.  Available  short-term  credit 
lines  were  increased  to  $547  million  to  accommodate  peak 
seasonal  short-term  borrowing  requirements. 

During  1981  and  1980  average  short-term  borrowings 
(commercial  paper  and  master  trust  notes)  were  S250.6  million 
and  $256.8  million  and  the  maximum  outstanding  at  any  time 
during  the  year  was  S538.7  million  and  S414.3  million, 
respectively.  The  weighted  daily  average  interest  rates  were 
approximately  14.9%  and  12.7%. 

The  long-term  debt  outstanding  at  year-end  is  summarized 


(milhany) 

January  30. 

I  OS  2 

January  31. 

Notes  due  to  2002. 7.95% 

S100.0 

$100.0 

Sinking  fund  debentures  due  to 

2010.  10,/j% 

200.0 

200.0 

Sinking  fund  debentures  due  to 

2002.7'  »<% 

463 

47.5 

Sinking  fund  debentures  due  to 

1995. 8'.% 

32.4 

34.9 

Sinking  fund  debentures  due  to 

1997,7357.. 

12.6 

12.9 

Notes  due  to  1991. 107.. 

9.0 

- 

Convertible  debentures  due  to 

1985.4'/.% 

3.4 

4.5 

Other,  average  7%  and  67.. 

26.0 

23.1 

429.7 

422.9 

Obligatioas  under 

capitalized  leases 

123.5 

129.9 

$5532 

$552.8 

Maturities  of  long-term  debt  other  than  capitalized  leases  vary  in 
the  next  five  years  in  annual  amounts  from  $7.5  million  to  $15.2 
million.Thereafter,  to  the  year  2009.  maturities  vary  from  $8.0 
million  to  $20.2  million  annually,  and  in  the  year  2010.  S48.0 
million  will  be  due  on  the  10V4%  sinking  fund  debentures.  The 
convertible  debentures  are  convertible  into  89  thousand  shares  at 
$41  per  share. 

The  company  generated  $454  million  in  funds  from  operations  in 
1981.  S383  million  in  1980  and  $361  million  in  1979.  At  the 
year-end.  working  capita!  totaled  $729  million  in  1981  and  $788 
million  in  1980. 

Leases 

The  company  leases  a  portion  of  the  real  estate  and  personal 
property  used  in  its  operations.  Most  leases  require  the  company  to 
pay  real  estate  taxes  (recorded  as  taxes)  and  other  expenses,  some 
call  for  additional  amounts  based  on  percentages  of  sales  and  some 
contain  purchase  options. 

Minimum  rental  commitments  at  January  30. 1982.  for 
noncancellable  leases  are  as  follows: 

Capital  npi-ratmt; 

t miliums )  lu-UM-y  Uums  Tntal 

Fiscal  year: 

1982  S  17.5 

1983  17.1 

1984  16.7 

1985  16.0 

1986  14.6 

After  1986  1563 

Total  minimum  lease  payments  238.2 

Less  estimated  executory  costs  33 

Less  amount  representing  interest  103.7 

Present  value  of  net  minimum 
capital  lease  payments  $131.2 


Capitalized  leases  are  included  in  the  balance  sheet  as  property  and 
equipment  while  the  related  obligation  is  included  as  short-term 
($7.7  million)  and  long-term  (S123.5  million)  debt.  The  charge  to 
income  for  the  amortization  of  capitalized  leases  in  the  amount  of 
$9.6  million.  S8.4  million  and  $8.4  million  for  fiscal  1981. 1980  and 
1979.  respectively,  is  included  in  depreciation  and  amortization 
expense. Total  minimum  lease  payments  shown  above  have  not 
been  reduced  by  minimum  sublease  rentals  of  approximately  S 1 2. 1 
million  on  capital  leases  and  S8.8  million  on  operating  leases. 


S  19.4  S  36.9 

18.0  35.1 

16.7  33.4 

>6.4  32.4 

16.0  30.6 

164.1  320.4 

S250.6  $488.8 
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Rental  expense  consists  of: 


Imilhnns) 

19X1 

19X0 

1979 

Real  estate 

Capital  leases- 
Contingent  rentals 

Operating  leases- 

S  2.4 

S  2.1 

S  1.4 

Minimum  rentals 

25.1 

21.6 

20.9 

Contingent  rentals 

Less  income  from  subleases  - 

4.4 

3.6 

2.5 

Capital  leases 

1.8 

1.5 

1.7 

Operating  leases 

3.0 

2.9 

3.0 

S27.1 

S22.9 

S20.1 

Personal  property  - 

Operating  leases 

S283 

S23.2 

S19.1 

Retirement,  Deferred  Compensation 
and  Stock  Plans 

Retirement  expease  aggregated  S555  million,  S58.4  million  and 
S48.2  million  in  1981. 1980  and  1979,  respectively.  These  amounts 
consist  of  contributioas  to  the  Retirement  Income  and  Thrift 
Incentive  Plan  and  three  deferred  payment  profit  sharing  plaas 
(with  net  assets  aggregating  S445  million  held  in  independent 
trusts),  as  well  as  to  two  defined  benefit  plans.  Generally,  employees 
who  work  1.000  or  more  hours  in  one  year  and  have  attained  age 
25  are  covered  under  these  plans,  all  of  which  are  qualified  under 
Internal  Revenue  Service  regulations.  In  addition,  retirement 
expense  includes  contributions  to  certain  union  pension  funds, 
direct  payments  to  some  retired  employees  and  provision  for 
supplementary  retirement. 

Actuarially  determined  pension  costs  for  the  two  defined  benefit 
plans  are  accrued  and  funded  annually.  There  are  no  unfunded  prior 
service  liabilities.  Benefit  and  asset  information  for  these  plans, 
based  upon  actuarial  data  as  of  January  1981  and  January  1980.  is 


as  follows: 

19X1  19X0 

Actuarial  present  value  (using  an  assumed 
rate  of  return  of  approximately  10"/..  and 

71 :"/..)  of  accumulated  benefits: 

Vested 

Nonvested 

S20.8 

3.6 

S25.4 

S24.4 

S29.8 

Net  assets  available  for  plan  benefits 

S38.6 

S37.1 

Copies  of  the  Summary  Plan  Description  and  Summary  Annual 
Report  for  the  Retirement  Income  and  Thrift  Incentive  Plan  are 
available  from  the: 

Administrator 

Retirement  Income  and  Thrift  Incentive  Plan 
Federated  Department  Stores.  Inc. 

7  West  Seventh  Street 
Cincinnati.  OH  45202 

22 


Deferred  compensation  and  supplementary  retirement  liability 
represents  principally  cash  and  stock  distributable  after  retirement 
or  termination  under  the  company's  Executives  Deferred 
Compensation  Plan,  in  which  eligible  executives  may  elect  to  defer 
a  portion  of  their  compensation  each  year.  The  company  maintains 
shares  in  the  treasury  to  cover  the  number  it  estimates  will  be 
needed  for  distribution  of  stock  credits  currently  outstanding. 

Stock  option  transactions  under  the  1971. 1973. 1976  and  1980 
plans,  which  provide  for  grants  of  either  qualified  or  nonqualified 
options  at  not  less  than  100%  of  market,  and  under  one  plan 
assumed  in  an  acquisition  were  as  follows: 


Outstanding,  beginning 

of  year  1.618.9  S23-58  1506.2  S20-58 

Granted  at  100% 

of  market  2583  40  249.0  23-29 

Expired  or  cancelled  (144.8)  23-58  (124.0)  20-58 

Exercised  (55.9)  23-32  (123)  20-32 

Outstanding. 

end  of  year  1.676.5  S23-58  1.618.9  S23-58 

Exercisable. 

end  of  year  1.060.6  S23-58  998.6  $31-58 

Available  for 

additional  grants  1.108.5 

The  1 976  and  1 980  plaas  provide  for  the  possible  grant  of  stock 
appreciation  rights  in  connection  with  options  under  the  1971 . 

1973. 1976  and  1980  plans.  Stock  appreciation  rights  for  125 
thousand  shares  granted  in  1981  and  21  thousand  shares  granted  in 
1978  were  outstanding  at  the  year-end.  No  other  stock  appreciation 
rights  have  been  granted. 

No  grants  were  made  in  1981  or  1980  under  the  restricted  stock 
purchase  plaas  and  no  grants  were  outstanding  at  either  year-end. 
Of  the  450  thousand  shares  approved  by  the  shareholders  under  the 
1969  and  1974  plaas.  211  thousand  shares  were  available  for  future 
grants  at  the  1981  year-end. 

The  1980  restricted  st<Kk  grant  plan,  which  was  amended  in  1981. 
provides  that  grants  to  certain  key  executives  vest  ratably  over  five 
years  commencing  in  the  second,  third  or  fourth  year  from  the  date 
of  the  grant  at  the  discretion  of  the  Stock  Option  and  Management 
Compensation  Review  Committee.  Initially,  one  million  shares  of 
company  stock  were  reserved  for  issuance  under  the  plan.  At 
January  30. 1982. 29  thousand  shares  granted  in  1981  and  15 
thousand  shares  granted  in  1980  were  outstanding.  There  were  956 
thousand  shares  available  for  future  grants  as  of  January  30. 1982. 
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Supplementary  Information  on  Inflation 
and  Changing  Prices  (unaudited) 

The  Financial  Accounting  Standards  Board’s  Statement 
33  —  Financial  Reporting  and  Changing  Prices  —  requires,  in  the 
form  of  supplementary  data,  a  statement  of  income  adjusted 
for  inflation.  The  two  methods  prescribed  require 
adjustment  for  cost  of  inventories  and  of  fixed  assets.  One 
method  is  referred  to  as  the  "constant  dollar"  method  which 
attempts  to  hold  the  purchasing  power  of  the  dollar  constant 
for  the  two  categories  of  cost  that  require  adjustment.  The 
other  is  the  “current  cost"  method  which  is  intended  to 
express  the  effect  on  income  of  the  difference  between  the 
historical  cost  of  inventories  and  fixed  assets  and  the  curreni 
cost  of  replacing  them. 

While  we  agree  with  the  need  to  give  expression  to  the 
effect  of  inflation,  we  have  a  concern  that  the  guidelines 
prescribed  by  Statement  33  are  not  sufficiently  refined  to 
provide  a  proper  measuie  of  such  effect. 

In  our  opinion,  the  U.S.  Bureau  of  Labor  Statistics' 
“Consumer  Price  Index  for  All  Urban  Consumers"  (CPI-U 
index),  which  is  prescribed  for  use  with  the  "constant  dollar" 
data  under  Statement  33.  is  inappropriate  for  general 
merchandise  letailing  companies,  particularly  as  it  applies  to 
inventories. This  index  reflects  changes  in  cost  of  living 
which  result  from  many  factors  (such  as  housing,  energy, 
health  care)  in  large  measure  unrelated  to  inflation 
applicable  to  the  type  of  goods  sold  by  our  company.  There  is 
another  index,  namely  the  U.S.  Bureau  of  Labor  Statistics’ 
“Department  Store  Inventory  Price  Index”  (BLS  index), 
which  specifically  relates  to  department  store  commodities. 
As  shown  on  the  following  page,  the  increase  in  the  BLS 
index  is  much  smaller  than  that  of  the  CPI-U  index. 

The  “constant  dollar"  adjusted  data  were  determined  by 
converting  reported  inventory,  property  and  equipment, 
cost  of  sales  and  depreciation  expense  into  dollars  with 
purchasing  power  equivalent  to  average  1981  dollars  by  use 
of  the  CPI-U  index.  The  cost  of  fixed  assets,  accumulated 
depreciation  and  depreciation  expease  were  determined  by 
application  of  the  CPI-U  index  to  the  cost  of  such  assets 
acquired  each  year.  The  cost  of  inventories  at  year-end  and 
cost  of  sales  were  determined  by  use  of  the  CPI-U  index  and 
the  retail  inventory  method  in  accordance  with  the 
procedures  of  Statement  33. 

The  “changes  in  specific  prices"  or  "current  cost"  adjusted 
data  were  determined  by  use  of  various  indices.  “Current 
cost”  adjustments  for  property  and  equipment,  and  the 
related  depreciation  expense  were  determined  by  use  of 
published  indices  and  by  indices  developed  by  our  company 
as  well  as  by  the  use  of  market  value  quotations. The 
“current  cost”  of  year-end  inventories  and  cost  of  sales  were 
calculated  by  use  of  the  retail  inventory  method  stated  on 
the  first-in.  first-out  basis  and  on  the  last-in.  first-out  bases, 
respectively.  It  is  important  to  note  that  since  1941  our 
company  has  given  recognition  to  the  effect  of  inflation  in 


cost  of  sales  by  use  of  the  LIFO  (last-in.  first-out)  method  in 
our  financial  statements. 

One  of  the  most  significant  effects  of  inflation  is  in  the 
application  of  income  taxes  under  current  laws.  Statement 
33  serves  to  highlight  the  fact  that  income  taxation  is  not 
limited  to  only  true  economic  gain,  but  rather  to  income 
dollars  boosted  by  inflationary  factors.  The  wide  disparity  in 
the  income  tax  rates  shown  on  the  following  schedule 
represents  an  indication  of  a  serious  burden  to  private 
enterprise. 

Statement  33.  as  reflected  in  the  data  to  follow,  also 
requires  a  statement  of  the  change  in  the  value  of  monetary 
assets  and  liabilities  due  to  inflation;  this,  however,  docs  not 
enter  into  the  determination  of  income  under  the  guidelines 
prescribed.  The  gain  from  decline  in  purchasing  power  of  net 
amounts  owed  is  primarily  attributable  to  debt  used  to 
finance  fixed  assets  and  inventories.  Since  the  effect  of 
inflation  on  fixed  assets  and  inventory  is  included  in  net 
income,  we  believe  that,  in  order  to  be  consistent,  the  effect 
of  inflation  on  the  related  liabilities  should  also  be  included 
in  the  computation  of  net  income.  We  have,  therefore, 
recognized  such  gain  in  the  earnings  per  share  in  the  Current 
Cost  disclosure  in  the  accompanying  schedule. 

At  January  30. 1982.  the  "current  cost”  of  inventors'  was 
$1,069.2  million  and  the  "current  cost”  of  property  and 
equipment,  net  of  accumulated  depreciation.  was.$2J50D 
million. 
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Schedule  of  Income  Adjusted  for  Changing  Prices 

Average  1981  Dollars 

For  the  52  weeks  ended  January  30. 1982 

(in  thousands,  except  per  share  data) 

As  Reported  in 
the  Financial  Statements 
(Historical  Cost) 

Adjusted  for 
General  Inflalitm 
(Constant  Dollar) 

Adjusted  for  Changes 
in  Spt-cilie  1’rwes 
tCurrent  Cost; 

Net  Sales,  including  leased  department  sales 

$7,067,673 

$7,067,673 

S7.067.673 

Cost  of  sales,  including  occupancy  and  buying 
costs  (excluding  depreciation > 

Selling,  publicity,  delivery,  administrative  and  other 
expenses  (excluding  depreciation) 

Depreciation  and  amortization  expenses 

4,981,419 

1,455.938 

156.908 

5.042.482 

1.455.938 

247.097 

4.981.419 

1.455.938 

245.936 

6,594.265 

6.745517 

6.683293 

Income  Before  Income  Taxes 

473.408 

322.156 

384380 

Provision  for  income  taxes 

214,900 

214.900 

214.900 

Effective  income  tax  rate 

45.4% 

66.7% 

55.9“.. 

Net  Income 

$  : 

258508 

$  107256 

$  169.480 

Earnings  per  Share  of  Common  Stock 

$ 

533 

$  221 

S  3.50 

Gain  from  decline  in  purchasing  power  of  net  amounts  owed 

$  47558 

S  47558 

Earnings  per  Share  of  Common  Stock,  including  gain 
from  decline  in  purchasing  power  of  net  amounts  owed 

$ 

5.33 

S  4.48 

Excess  of  increase  in  specific  prices  over  increase 

in  general  price  level  of  inventories  and  fixed  assets 

$  5.752* 

Net  assets  at  year-end 

$1,986,052 

S3.187.437 

S3.131.795 

*The  current  cost  of  inventories  and  fixed  assets  increased  by  $2 92.6  million,  whereas 
these  assets  increased  by  S286.8  million  due  to  general  price  level  changes. 

Five  Year  Comparison  of  Selected  Financial  Data 

Adjusted  for  Effects  of  Changing  Prices 

( in  thousands  of  average  1981  dollars,  except  per  share  data) 

1981 

1980 

19  79 

197s  tor: 

Net  Sales,  including  leased  department  sales: 

CPI-U  index 

$7,067,673 

$6,907,757 

S7214.446 

S7.496209  S7367571 

BLS  index 

7.067.673 

6 .639.033 

6.5/9.054 

6.369.347  6.04NJN7 

Historical  cost  information  adjusted  for 
general  inflation  (constant  dollar): 

Net  income 

S  107256 

S  147,654* 

$  97388 

Earnings  per  share  of  common  stock 

Net  assets  at  year-end 

$  221 
$3,187,437 

S  3.05* 

$3,124,730 

$  2.01 
$3.085336 

Historical  cost  information  adjusted  for  changes 
in  specific  prices  (current  cost): 

Net  income 

$  169,480 

S  221.920* 

$  173.129 

Earnings  per  share  of  common  stock 

Net  assets  at  year-end 

Excess  of  increase  in  specific  prices 

$  350 

S3.131.795 

$  458* 

S3.035.839 

S  3.59 

$3.007381 

over  increase  in  general  price  level  of 
inventories  and  fixed  assets 

S  5,752 

S  (101561) 

$  (163.783) 

Gain  from  decline  in  purchasing  power  of  net 
amounts  owed 

S  47558 

$  63.081 

S  71508 

Cash  dividends  declared  per  share  of  common  stock 

S  1.90 

$  1.97 

S  2.11 

S  225  S  2.24 

Market  price  per  share  of  common  stock  at  year-end 
Average  CPI-U  index 

S  36.98 
273.1 

S  33.15 
249.1 

S  31.62 
219.8 

S  43.86  $  51.79 

196.9  1825 

Percent  increase  in  average  CPI-U  index 

9.6 

133 

11.6 

7.9  6.6 

Percent  increase  in  average  BLS  index 
* Including  unusual  items  of  SM.7  million,  or  $1.32  per  share. 

5.4 

6.6 

5.0 

4.2  4  3 
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Equal  Employment  Opportunity  (unaudited) 

In  1981  the  company  continued  implementation  of  its  voluntary 
affirmative  action  program.  During  the  five-year  period  1977-1981 
total  minority  employnicnt  increased  from  19.2%  to  22.6%;  black 
employment  increased  from  12.8%  to  14.6%. The  representation  of 
minorities  among  officials,  managers  and  professionals 
classifications  increased  from  1.766  in  1980  to  1,909  in  1981. 

The  chart  below  shows  the  trend  of  the  company’s  performance 
during  the  five-year  period  1977-1981. 


( Mficials.  managers  and 
.professionals 
Sales  workers 
( Mf ice  and  clerical  workers 


Total 

pisi  ;v77 


Percentage 


17.793  15.851 

61.178  54.179 

17,212  16.813 

3316  3351 

2.001  1.817 


56.0  483 

81.0  81.1 

883  87.1 

31.0  30.7 

60.5  52.8 


10.7  8.7 

17.6  143 

30.7  25.6 

253  233 

25.7  21.8 


63  5.0 

113  93 

20.7  173 

10.6  11.7 

133  10.8 


2.7  2.4 

4.5  33 

7.1  5.7 

123  9.6 

9.4  83 


SEC  Form  10-K  Report 

A  copy  of  the  company’s  annual  report  to  the  Securities  and 
Exchange  Commission  on  Form  10-K  is  available,  without  charge, 
upon  request  to: 

Director  of  Investor  Relations 
federated  Department  Stores.  Inc 
7  West  Seventh  Street 
Cincinnati.  OH  45202 

For  management's  discussion  and  analysis  of  financial  condition  and 
results  of  operations  and  a  ten-year  table  of  selected  financial  data, 
see  pages  32  and  36. 
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Federated  Department  Stores,  Inc. 

Consolidated  Statement  of  Income 


i</'.  except  per  \hare  data) 


Weeks  Ended 
nary  .10.  I9S2 


Weeks  Ended 
uaryM.  1W1 


Net  Sales,  including  leased  department  sales . 

Deduct: 

Cost  of  sales,  including  occupancy  and  buying  costs 
Selling,  publicity,  delivery  and  administrative  expenses 

Provision  for  doubtful  accounts . 

Interest  expense  — net . 

Total  costs  and  expenses . 

Income  Before  Income  Taxes  and  Unusual  Items . 

Unusual  items: 

Equity  in  gain  on  sale  of  shopping  centers,  net  of  taxes . 
Other . 

Income  Before  Income  Taxes . 

Federal,  state  and  local  income  taxes  . 

Net  Income  . 


Earnings  per  Share  of  Common  Stock 
Fully  Diluted  Earnings  per  Share . . . 


S7.067.673 

S6300.686 

5,111,730 

4,585,447 

1388,082 

1322,963 

27,454 

30,852 

66,999 

56,938 

6,594365 

5.896,200 

473.408 

404,486 

_ 

78,899 

- 

(41,710) 

473,408 

441.675 

214,900 

164374 

S  258308 

S  277.401 

S533 

S5.73 

5.18 

5.55 

See  The 


I  sh>  2  s  and  Summary  nf  Styntlicanl  Acemmtmi;  Tnhaes  nn  paye  M. 


26 


52  Weeks  Ended 
February  2.  I  WO 


$5,806,442 


4,230.205 

1.118,655 

28,064 

55,208 

5,432,132 


374310 


374310 

171.641 


S  202.669 


S4.20 

4.07 
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Federated  Department  Stores,  Inc. 

Consolidated  Balance  Sheet 


(in  thousands ) 


January  30.  1982 


Assets 


Current  Assets: 

Cash .  6  51389 

Accounts  receivable .  181,040 

Merchandise  inventories .  827,330 

Supplies  and  prepaid  expenses .  29,862 

Total  Current  Assets  .  2,089,621 

Property  and  Equipment— net  .  1,868,836 

Other  Assets .  138,420 

Total  Assets .  S4,096,877 


Liabilities  and  Shareholders’  Equity 


Current  Liabilities: 

Notes  payable  and  long-term  debt  due  within  one  year .  $  428337 

Accounts  payable  and  accrued  liabilities .  721,181 

Income  taxes .  211304 

Total  Current  Liabilities  .  1361,022 

Deferred  Income  Taxes .  62,872 

Deferred  Compensation  and  Supplementary  Retirement .  133,769 

Long-Term  Debt .  553,162 

Shareholders’  Equity —48.417,000  and  48,415,000  common  shares 

outstanding  (Page  29)  .  1,986,052 

Total  Liabilities  and  Shareholders’ Equity .  S4,096,877 


Set-  Tin •  Year  m  Hci  u-ir  an  ;i uyrs  Is  la  2s  and  Summary  uf  Stymliranl  Accounting  I’aliac *  mi  page  > I 


January  31.  1981 


S  44,105 
1,029350 
724,136 
26318 
1,823,809 
1.653367 
98337 
$3375313 


S  150,145 
643337 
242,711 
1,036,093 
44,102 
121,478 
552.808 

1,821,032 

S3375313 
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Federated  Department  Stores,  Inc. 

Consolidated  Statement  of  Changes  in  Financial  Position 


Source  of  Funds: 

Net  income  . 

Items  not  requiring  outlay  of  funds: 

Depreciation  and  amortization . 

Write-off  of  investment  in  downtown  stores . 

Deferred  compensation  and  deferred  income  taxes 
Equity  in  income  of  unconsolidated  subsidiary  . . . 

Total  funds  provided  from  operations . 

Increase  in  long-term  debt . 

Disposition  of  property  and  equipment . 

Dividend  received  from  unconsolidated  subsidiary  . 
Common  stock  issued  for  employee  plans 

and  debenture  conversions  . 


Application  of  Funds: 

Purchase  of  property  and  equipment . 

Dividends . 

Increase  in  investment  in,  and  advances  tc, 

unconsolidated  subsidiaries . 

Decrease  in  long-term  debt  . 

Investment  in  The  Children's  Place,  Inc. . . . 

Purchase  of  tax  benefits  — net  . 

Other -net . 

Increase  (decrease)  in  working  capital 


Increase  (Decrease)  in  Components  of  Working  Capital: 

Cash . 

Accounts  receivable . 

Merchandise  inventories . 

Supplies  and  prepaid  expenses  . 

Increase  in  current  assets . 

Notes  payable  and  long-term  debt  due  within  one  year 

Accounts  payable  and  accrued  liabilities . 

Income  taxes . 

Increase  (decrease)  in  current  liabilities . 

Increase  (decrease)  in  working  capital  . 


52  Weeks  Ended 
January  30.  19S2 

52  Weeks  Ended 

52  Weeks  Ended 
February  2.  19X0 

$258,508 

$277,401 

$202,669 

156,908 

148,198 

129,524 

— 

26,710 

— 

38,774 

14,499 

28,638 

— 

(83,722 )* 

— 

454,190 

383,086 

360,831 

16,150 

216.768 

19.416 

15,775 

23,604 

13,787 

- 

82,000 

- 

4,518 

2,582 

2,615 

$490,633 

$708,040 

$396,649 

$388,218 

$313,289 

$321,698 

92,132 

87,125 

82,094 

18,094 

29376 

9390 

15,796 

25312 

17,607 

6,138 

- 

— 

6,109 

- 

— 

23,263 

12,756 

4,134 

(59,117) 

240.282 

(38374) 

$490,633 

S708.040 

S396.649 

$  7384 

S  8,934 

$  (32.978) 

151,690 

46,781 

105,727 

103,194 

71,874 

79.155 

3,644 

716 

2.463 

265,812 

128305 

154367 

278.192 

(217.000) 

62,681 

77,944 

52332 

115.829 

(31307) 

52.691 

14.131 

324.929 

(111.977) 

192.641 

$(59,117) 

$240382 

$  (38.274) 

\*v  The  Year  m  Review  *m  pag e\  /S  2S  and  Summary  *»f  Significant  Acctnnitmg  i*ulinc\  an  page  >  /  . 


28 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


Federated  Department  Stores,  Inc. 

Shareholders’  Equity 


(in  thousand*)  January  >0.  t')S2  January  ?/.  I'ISI  February  2.  I'M) 

Shareholders’  Equity: 

Preferred  stock,  no  par  value,  authorized  5,000.000  shares,  none  issued . 

Common  stock,  par  value  St  .25  per  share,  authorized  60.000.000 
shares.  49.757.000  shares  issued  in  1981. 1980  and  1979  (4.041.000  reserved) 

Capita!  in  excess  of  par  value  of  common  stock . 

Accumulated  earnings  employed  in  the  business . 

Less  1 340.000;  1 342.000;  and  1.467,000  shares  of  treasury  slock  at  cost . 


S’  Weeks  Ended  s’  Weeks  Ended  s’  Weeks  Ended 
January  M).  ><«’  January  U.  I W /  February  2.  I'lSl) 

Capital  in  Excess  of  Par  Value  of  Common  Stock: 

Balance,  beginning  of  year .  S  118.603  S  118.860  S  119.485 

Net  charge  (credit)  from  treasury  stock  issued  under  deferred  compensation  plan. 

stock  option  plans,  restricted  stock  grant  plans  and  for  conversion  of  debentures  _ (75)  _ 257  _ 625 

Balance,  end  of  year  .  S  118.678  S  118.603  $  118.860 


s  -  s  -  s  - 

62.196  62.196  62.196 

118.678  118.603  118.860 

1,837359  1.670,983  1,480,707 

2.018233  1.851.782  1.661.763 

32,181  30.750  33.992 

SI  .986.052  $1.821.032  Sl.627.771 


Accumulated  Earnings  Employed  in  the  Business: 

Balance,  beginning  of  year,  as  previously  reported  . 

Adjustment  for  cumulative  effect  on  prior  years  due  to  retroactive 
application  of  the  method  of  accounting  for  compensated  absences 

Balance,  beginning  of  year,  as  adjusted . 

Net  income . 

Cash  dividends . 

Balance,  end  of  year  . 


S’  Weeks  Ended 
January  st).  I US2 


1.670,983 
258308 
1.929.491 
92,132 
SI. 837359 


S’  Weeks  Ended 
January  M.  79.S7 


1.480.707 

277.401 

1.758.108 

87.125 

$1.670.983 


S’  Weeks  Ended 
February  2.  I 'ISO 

S1365320 

5.188 
1360.132 
202.669 
1362.801 
82.094 
SI  .480.707 


Treasury  Stock: 

Balance,  beginning  of  year . 

Additions . 

Deductions  for  deferred  compensation  plan  (103.000;  102.000;  and 
97.000  shares),  for  stock  option  plans  (56.000;  13.000;  and  34.000 
shares),  for  restricted  stock  grant  plans  (29.000  shares;  15.000;  and 
none)  and  for  debentures  converted  to  common  stock  (6.000  shares 

in  1981  and  none  in  1980  and  1979)  . 

Balance,  end  of  year . 


S’  Weeks  Ended  S’  Weeks  Ended  S’  Weeks  Ended 

January  it).  I')S2  January  >/.  I'lSl  FeJ’rnary  2.  I 'ISO 

Shares  Cast  Shares  Cast  Shares  Cast 

1342  $30,750  1.467  S33.992  1  358  S36.022 

192  7341  _ 5  _ 194  _ 40  1.432 

1334  37.991  1.472  34.186  1  398  37.454 


194  5.810  130  3.436  131  3.462 

1340  $32.181  1342  $30.750  1.467  $33.992 
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Federated  Department  Stores,  Inc. 

Management’s  Report 

To  the  Shareholders  of 
Federated  Department  Stores,  Inc. 


The  financial  statements  of  Federated  Department  Stores, 
Inc.,  were  prepared  in  accordance  with  generally  accepted 
accounting  principles.  The  integrity  and  consistency  of  these 
financial  statements  and  of  other  data  presented  in  this 
report  are  the  responsibility  of  management  and  properly 
include  some  amounts  that  are  based  upon  estimates  and 
judgments. 

The  company  maintains  a  system  of  internal  accounting 
controls,  which  is  supported  by  an  extensive  program  of 
internal  audits  with  appropriate  management  follow-up 
action  to  provide  reasonable  assurance,  at  appropriate  cost, 
that  the  company's  assets  arc  protected  and  transactions  are 
properly  recorded.  Additionally,  the  integrity  of  the  financial 
accounting  system  is  based  on  careful  selection  and  training 
of  qualified  personnel,  organizational  arrangements  which 
provide  for  appropriate  division  of  responsibilities  and 
communication  of  established  written  policies  and 
procedures. 

The  financial  statements  of  the  company  have  been 
examined  by  Touche  Ross  &  Co.,  independent  certified 
public  accountants.  Their  report,  which  appears  on  page  31, 
expresses  their  opinion  as  to  the  fair  presentation  of  the 
financial  statements  and  is  based  upon  their  independent 
examination  conducted  in  accordance  with  generally 
accepted  auditing  standards. 

The  Audit  Committee,  composed  solely  of  outside 
directors,  meets  periodically  with  the  independent  certified 
public  accountants,  the  internal  auditors  and  representatives 
of  management  to  discuss  auditing  and  financial  reporting 
matters.  In  addition,  the  independent  certified  public 
accountants  meet  periodically  with  the  Audit  Committee 
without  management  representatives  present  and  have  free 
access  to  the  Audit  Committee  at  any  time. The  Audit 
Committee  is  responsible  for  recommending  to  the  Board  of 
Directors  the  engagement  of  the  independent  certified  public 
accountants,  which  is  subject  to  shareholder  approval. 


Howard  Goldfeder 
President  and 
Chief  Executive  Officer 

Lawrence  M.  Isaacs 
Executive  Vice  President  and 
Chief  Financial  Officer 


Ralph  Lazarus 
Chairman  of  the  Board 


Joseph  J.  Preminger 
Senior  Vice  President  and 
Controller 
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Federated  Department  Stores,  Inc. 

Summary  of 

Significant  Accounting  Policies 

All  subsidiaries  are  consolidated,  except  Federated  Stores 
Realty.  Inc.,  a  wholly  owned  real  estate  subsidiary  and 
Federated  Acceptance  Corporation,  a  wholly  owned  finance 
subsidiary. 

Installments  of  deferred  payment  accounts  maturing  after 
one  year  are  included  in  current  assets  in  accordance  with 
industry  practice.  The  amounts  of  such  installments 
remaining  unpaid  after  one  year,  based  on  past  experience, 
arc  not  material.  Profits  on  installment  sales  are  included  in 
income  when  the  sales  are  made. 

Merchandise  inventories  are  substantially  all  valued  by 
the  retail  method  and  stated  on  the  LIFO  (last-in.  first-out) 
basis,  which  is  lower  than  market.  The  LIFO  basis  is  applied 
to  give  recognition  to  the  effects  of  inflation  in  the  cost  of 
sales  by  matching  current  costs  with  current  revenues. 

Depreciation  and  amortization  are  provided  primarily  on 
a  straight-line  basis  for  book  purposes  over  the  shorter  of 
estimated  asset  lives  or  lease  terms. 

Real  estate  taxes  and  interest  on  construction  in  progress 
and  land  under  development  are  capitalized.  Amounts 
capitalized  are  amortized  over  the  estimated  lives  of 
depreciable  assets. 

Investment  tax  credits  are  accounted  for  under  the  flow 
through  method.  Deferred  income  taxes  are  provided  on 
non-permanent  differences  between  reported  and  taxable 
income,  principally  accelerated  depreciation,  deferred 
compensation  and  the  deferment  of  gross  margin  on 
installment  sales. 


Accountants’  Report 

Touche  Ross  &  Co. 

1633  Broadway 

New  York.  New  York  10019 

Board  of  Directors  and  Shareholders. 

Federated  Department  Stores.  Inc. 

We  have  examined  the  consolidated  balance  sheets  of 
Federated  Department  Stores.  Inc.,  and  subsidiaries  as  of 
January  30. 1982  and  January  31. 1981.  and  the  related 
statements  of  income,  shareholders'  equity  and  changes  in 
financial  position  for  each  of  the  three  years  in  the  period 
ended  January  30. 1982.  Our  examinations  were  made  in 
accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  of  the  accounting  records  and 
such  other  auditing  procedures  as  we  considered  necessary 
in  the  circumstances. 

In  our  opinion,  the  consolidated  financial  statements 
referred  to  above  present  fairly  the  financial  position  of 
Federated  Department  Stores.  Inc.,  and  subsidiaries  at 
January  30. 1982  and  January  31. 1981.  and  the  results  of 
their  operations  and  the  changes  in  their  financial  position 
for  each  of  the  three  years  in  the  period  ended  January  30. 
1982.  in  conformity  with  generally  accepted  accounting 
principles  applied  on  a  consistent  basis. 

March  18. 1982 

Touche  Ross  &  Co. 

Certified  Public  Accountants 
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Management’s  Discussion  and  Analysis  of 
Financial  Condition  and  Results  of  Operations 

The  following  discusser  the  company's  financial  condition  and 
results  of  operations  during  the  three  years  ended  January  30. 

1982.  which  are  presented  in  the  accompanying  financial 
statements.  Note  the  Consolidated  Ten-Year  Table  of  Selected 
Financial  Data  shown  on  page  .36. 

Results  of  Operations 

Earnings  for  1981  were  S258.5  million,  or  S533  per  share,  an 
increase  of  17.9  percent  over  1980  earnings  of  S2193  million,  or 
S4.53  per  share,  excluding  unusual  items.  The  unusual  items  in  1980 
totaled  S120  per  share  and  included  equity  in  the  gain  on  the  sale  of 
two  shopping  center  properties,  the  write-off  of  investment  in 
certain  downtown  stores  and  a  special  payment  to  a  Federated 
Department  Stores  charitable  foundation. 

Sales  for  the  52  weeks  ended  January  30. 1982.  increased  $767.0 
million,  or  12.2";.  over  the  previous  year  despite  deterioration  in 
the  economy  which  began  late  in  the  third  quarter.  All  segments  of 
the  business  experienced  strong  sales  growth  for  the  year.  Total 
department  stores  sales  increased  12.6";.. The  mass  merchandising 
stores  sales  increased  4.7':;,.  If  the  sales  of  mass  merchandising 
stores  closed  during  the  year  in  California  and  Florida  are  excluded, 
that  sales  gain  comes  to  1 1.2%.  Supermarkets  ended  the  year  with  a 
sales  increase  of  15.4%  (17.1”;,  if  the  sales  of  the  northern 
California  supermarkets,  which  were  closed  in  1980.  are  excluded). 

Despite  deteriorating  economic  conditions  in  the  second  half  of 
1981.  all  geographic  regions  in  which  the  company  operates  showed 
good  sales  growth  in  the  year,  with  particular  strength  in  the 
Southwest  area. The  relatively  weak  and  unstable  residential 
housing  market  continued  to  have  an  adverse  impact  on  the  growth 
of  the  company's  hardgoods  and  home  furnishings  sales  in  1981. 

Total  company  sales  for  the  fiscal  year  1980  increased  $494.3 
million,  or  8.5"/..  over  the  preceding  year,  with  department  stores, 
mass  merchandising  stores  and  supermarkets  increasing  8.5":.. 

4.8%  and  1 1.1%.  respectively.  If  the  sales  of  closed  stores  are  ex¬ 
cluded.  the  1980  increase  in  sales  for  supermarkets  amounts  to  19.9%. 

The  increases  in  sales  in  1981  and  1980  reflect  investment  in  new 
and  expanded  stores  and  also  the  effects  of  inflation.  The  impact  of 
inflation  Is  discussed  in  further  detail  on  page  23  of  this  report. 
Comparable  stores  sales  increases  were  7.0":.  in  1981  and  5.5"..  in 
1980  for  total  company. 

Credit  sales  in  1981.  as  a  percent  of  total  sales,  returned  to  1979 
levels.  1980  had  been  adversely  impacted  by  credit  control 
regulations  imposed  by  the  Federal  Reserve  Board. 

The  company  added  2.7  million  square  feet  of  retail  space  in 
1981.  before  reduction  for  the  mass  merchandising  stores  closed  in 
Florida  and  California,  and  23  million  square  feet  in  1980.  See  page 
19  for  details  of  the  record  3.7  million  square  feet  of  space  planned 
to  be  opened  in  1982. 

The  department  store  group's  operating  profit  increased  by  $77.5 
million  on  a  S584.0  million  increase  in  sales.  Operating  profit  as  a 
percent  of  sales  in  1981  was  10.6"..,  the  highest  level  since  1978.  The 
group  continued  its  gross  margin  rate  improvement,  despite  a  highly 
promotional  sales  environment. 

In  1981.  the  mass  merchandising  stores  increased  their  operating 
profit  S6.9  million,  exclusive  of  a  closed  division,  on  a  S38.9  million 


increase  in  sales,  stated  on  the  same  basis.  Operating  profit  as  a 
percent  of  sales  was  2.8%  in  1981.  compared  with  1,97..  in  1980. 
excluding  a  closed  division.  These  results  reflect  a  gross  margin  rate 
improvement  by  this  group. 

Supermarkets  had  a  S10.8  million  increase  in  operating  profit  on 
a  $1513  million  increase  in  sales.  As  a  percent  of  sales,  operating 
profit  increased  to  3.07.  compared  with  2.4%  in  1980.  This  group 
continued  to  improve  its  gross  margin  rate. 

Depreciation  expense  rose  to  S156.9  million  in  1981  from  $148.2 
million  in  1980.  Advertising  expense  increased  to  $1683  million  in 
1981  compared  with  S14S.0  million  in  1980.  Provision  for  doubtful 
accounts  decreased  to  S27.5  million  in  19S1  (compared  to  $30.9 
million  in  1980). 

Interest  expense  rose  S10.1  million  in  1981  compared  to  a  $1.7 
million  increase  reported  in  1980.  Interest  costs  had  been 
minimized  during  the  latter  part  of  1980  and  the  first  part  of  1981. 
principally  because  of  the  receipt  of  funds  made  available  from  the 
sale  by  Federated  Stores  Realty.  Inc.,  of  two  shopping  centers  and 
from  the  sale  of  S200  million  of  debentures  carrying  a  favorable 
interest  rate,  both  of  which  occurred  during  1980.  Average 
short-term  borrowings  (commercial  paper  and  master  trust  notes) 
were  S250.6  million  in  1981.  S256.S  million  in  1980  and  $307.7 
million  in  1979. The  weighted  daily  average  short-term  interest 
rates  for  1981. 1980  and  1979  were  14,9"...  12.7"..  and  11.5",.. 
respectively. 

Provision  for  income  taxes  increased  S50.6  million  in  1981 
compared  to  a  S73  million  decrease  from  the  preceding  year.  See 
page  17  for  an  explanation  of  effective  Income  tax  rates. 

On  March  12. 1982.  the  company  completed  a  merger  with  The 
Children's  Place.  Inc.,  a  chain  of  66  children's  specialty  apparel  and 
outlet  stores  operating  in  12  states,  as  discussed  on  page  16. 

Liquidity  and  Capital  Resources 

The  company  generated  Sl.849.0  million  in  cash  flow  from 
operations  during  the  past  five  years.  This,  together  with  the 
proceeds  obtained  from  the  equity  in  the  gain  from  the  sale  of 
shopping  centers  in  1980.  was  S34.2  million  more  than  the 
combined  total  of  dividends  paid  to  shareholders  and  capital 
expenditures  made  for  these  years.  Working  capital  at  Januarv  30. 
1982.  was  S72S.6  million  compared  to  S787.7  million  at  Januarv 
31. 1981. The  $59.1  million  reduction  in  working  capital  is  primarily 
a  result  of  a  $278.2  million  increase  in  notes  payable  and  long-term 
debt  due  within  one  year  and  a  $77.9  million  increase  in  accounts 
payable  and  accrued  liabilities  which  were  partially  offset  by 
increases  in  accounts  receivable  of  $151.7  million  and  merchandise 
inventories  of  S103.2  million. 

It  is  anticipated  that  the  cash  flow  from  operations  over  the  next 
five  years  will  substantially  cover  capital  investments  as  well  as 
dividend  requirements. The  company  plans  to  continue  to  borrow 
short-term  through  the  Issuance  of  commercial  paper  and  master 
notes  in  order  to  satisfy  working  capital  requirements,  but  will  also 
convert  short-term  debt  to  long-term  as  financial  market  conditions 
warrant.  No  difficulty  is  expected  bv  the  company  in  arranging 
short-term  borrowings.  It  is.  of  course,  recognized  that  sustained 
high  interest  rates  could  have  some  impact  tin  future  profits.  In  the 
operation  of  our  present  business  over  the  next  five  years,  the 
company  does  not  foresee  the  need  for  equity  financing,  and  it  is 
expected  that  debt  as  a  percent  of  total  capitalization  would  not 
exceed  forty  percent  on  average. 
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Federated  Department  Stores,  Inc. 
Quarterly  Financial  Data  (unaudited) 


1  m  millions  of  dollars,  except  per  share  data) 

I9SI 

First 

Thud 

Fourth 

Tttiut 

Year 

Net  Sales,  including  leased 
department  sales  . 

$1,513.9 

$1343.2 

$1,707.6 

S2303.0 

S7,067.7 

Deduct: 

Cost  of  sales,  including 

occupancy  and  buying  costs . 

1,108.8 

1.135.5 

1331.9 

1,6353 

5,111.7 

Selling,  publicity,  delivery 

and  administrative  expenses . 

309.4 

320.8 

352.6 

4053 

1388.1 

Provision  for  doubtful  accounts . 

73 

6.6 

7.7 

5.9 

273 

Interest  expense  (net)  . 

113 

14.4 

19.8 

213 

67.0 

Total  Costs  and  Expenses . 

1,436.8 

1,4773 

1,612.0 

2,068.2 

63943 

Income  Before  Income  Taxes . 

77.1 

65.9 

95.6 

234.8 

473.4 

Income  Taxes . 

36.4 

29.7 

44.0 

104.8 

214.9 

Net  Income . 

S  40.7 

$  36.2 

S  51.6 

S  130.0 

S  2583 

Earnings  per  Share . 

S  .84 

$  .75 

S  1.06 

$  2.68 

S  533 

Fully  Diluted  Earnings  per  Share . 

S  .82 

$  .73 

S  1.03 

S  2.60 

S  5.18 

Dividends  per  Share  . 

$  .475 

$  .475 

$  .475 

$  .475 

S  1.90 

First 

Second 

Third 

.  Fourth 

Total 

Net  Sales,  including  leased 

department  sales  . 

$1322.0 

SI 3463 

S13343 

S2.0983 

$6300.7 

Deduct: 

Cost  of  sales,  including 

occupancy  and  buying  costs . 

974.6 

1.0043 

1,114.4 

1.492.1 

4385.4 

Selling,  publicity,  delivery 

278.7 

310.0 

358.4 

Provision  for  doubtful  accounts . 

5.9 

6.7 

8.9 

9.4 

30.9 

Interest  expense  (net)  . 

16.6 

133 

12.4 

14.7 

56.9 

Total  Costs  and  Expenses  . 

1373.0 

1302.9 

1,445.7 

1.874,6 

5.8963 

Income  Before  Income  Taxes 

and  Unusual  Items . 

49.0 

433 

88.6 

223.6 

4043 

Unusual  Items  . 

_ 

- 

373* 

— 

373* 

Income  Before  Income  Taxes . 

49^0 

433 

135.8 

223.6 

441.7 

Income  Taxes . 

223 

19.4 

20.4 

102.0 

1643 

Net  Income . 

S  263 

$  23.9 

S  105.4 

$  121.6 

$  277.4 

Earnings  per  Share . 

$  35 

$  !49 

S  2.18 

S  231 

$  5.73 

Fullv  Diluted  Earnings  per  Share . 

$  34 

$  .48 

$  2.11 

S  2.42 

$  535 

Dividends  per  Share  . 

$  .45 

S _ A5 

S  .45 

S  .45 

$  1.80 

•I.qinlv  m  gom  on  sale  of  shopping  centers  (S7N..W 

hie  foundation  tSIs.OW. i 

,  „n-nff  of  unreco: 
KH,  before, axes). 

-crublc  dou  iilou  n  st, 

, re  incest,,, cuts 

Til)., MX )  More 
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Federated  Department  Stores,  Inc. 

Five-Year  Financial  Summary -By  Business  Segment 


Net  Sales 


Net  Sales 

Department  Stores  .  S5329.2  74.0";. 

Mass  Merchandising -Excluding  Closed  Divisions  . .  663.5  9.4 

Mass  Merchandising- Closed  Diviskms .  42.9  .6 

Supermarkets  .  1.132.1  16.0 

Total .  $7.067,7  100.0".. 

Operating  Profit 

Department  Stores .  S  552.8  91,5".. 

Mass  Merchandising -Excluding  Closed  Divisions  . .  18.8  3.1 

Mass  Merchandising— Closed  Divisions .  (1.6)  (.3) 

Supermarkets  .  34,3  5.7 

Total .  6043  100.0".. 

Central  Office  Costs  and  Other  Non-Operating  Items  . .  63.9 

Interest  Expense  .  78.1 

Interest  Capitalized .  (1 1.1) 

Unusual  Items .  — 

Income  Before  Income  Taxes .  473.4 

Income  Taxes .  214,9 

Net  Income  .  S  258.5 

Depreciation  and  Amortization 

Department  Stores .  S  117.9  75,2".. 

Mass  Merchandising -Excluding  Closed  Divisions  . .  153  9.8 

Mass  Merchandising— Closed  Divisions .  .7  .4 

Supermarkets  ...' .  173  11.0 

Central  Office  .  53  3.6 

Total .  $  156.9  100.0".. 

Capital  Expenditures 

Land .  S  30.1  7,8".. 

Building.  Fixtures  and  Equipment 

Department  Stores .  287.2  73.9 

Mass  Merchandising .  30.1  7.8 

Supermarkets  .  25.1  6.5 

Central  Office  .  15.7  4.0 

Total  .  S  3883  100.0",. 


Number  of  Stores 

Department  Stores  .  209 

Mass  Merchandising .  59 

Supermarkets  .  101 

Total .  369 

Gross  Square  Feet  of  Store  Space  (thousands) 

Department  Stores  .  43.656 

Mass  Merchandising .  6.804 

Supermarkets  .  3.409 

Total .  53.869 
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mo 

1979 

J97X 

/  977 

Percent 

Percent 

Percent 

Percent 

Ami, uni 

of  Total 

Amount 

"I  Total 

Amount 

of  Total 

Amount 

of  Total 

$4,6453 

73.7% 

$4380.2 

73.7%, 

$3,958.1 

733% 

$35863 

72.9 % 

624.6 

9.9 

5933 

103 

537.4 

9.9 

4693 

95 

50.1 

.8 

503 

.9 

573 

1.1 

69.1 

1.4 

980.8 

15.6 

882.7 

153 

851.9 

15.8 

798.6 

163 

$6300.7 

100.0% 

$5.806.4 

loom.. 

$5.404.6 

100.0% 

$4.923.4 

100.0% 

$  4753 

92.8% 

S  440.6 

9037.. 

$  433.4 

91.6% 

$  4235 

92.4% 

11.9 

23 

243 

5.0 

21.7 

4.6 

213 

4.6 

•1.4 

3 

13 

3 

1.8 

.4 

1.8 

.4 

233 

4,6 

203 

43 

163 

3.4 

11.9 

2.6 

512.1 

100.0% 

486.8 

100.0% 

4733 

100.0% 

4585 

100.0% 

50.7 

573 

553 

45.0 

693 

61.4 

48.4 

35.4 

(12.4) 

(63) 

(5.0) 

(3.7) 

373* 

- 

— 

— 

441.7 

3743 

374.6 

3813 

1643 

171.6 

1773 

1863 

S  277,4 

$  202.7 

$  197.1 

$  1955 

$  1083 

73.0% 

$  97.1 

74.9*5!. 

S  87.0 

74.7% 

S  76.6 

75.0% 

13.8 

9.4 

12.9 

10.0 

12.1 

10.4 

10.1 

9.9 

.8 

3 

.8 

.6 

.8 

.7 

.9 

.9 

153 

103 

14.0 

10.8 

13.1 

113 

123 

11.9 

_ 93 

6.6 

4.7 

3.7 

3.4 

2.9 

_ 23 

23 

S  1483 

loom. 

$  1293 

loom. 

$  116.4 

100.0% 

$  102.1 

100.0% 

$  273 

83% 

S  293 

9.1% 

S  133 

5.6% 

$  19.0 

85% 

228.9 

73.1 

2163 

67.2 

179.1 

74.7 

144.0 

64.4 

213 

6.8 

14.9 

4.6 

15.9 

6.6 

33.8 

15.1 

29.2 

93 

36.1 

11.2 

10.8 

43 

15.7 

7.0 

_ 63 

2.1 

253 

7.9 

20.7 

8.6 

113 

5.0 

S  3133 

loom. 

$  321.7 

loom. 

S  240.0 

loom. 

S  223.7 

100.0% 

193 

69 

96 

358 


183 

66 

97 

346 


175 

64 

98 

337 


41331 

7.763 

3339 

52333 


39303 

7301 

3340 

50.044 


38.037  35.997 

7309  7.032 

3363  3343 


48.609 


46372 
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Federated  Department  Stores,  Inc 

Consolidated  Ten-Year 
Table  of  Selected  Financial  Data 


Notes: 

(1)  Based  on  average  number  of  shares 
outstanding  during  the  year. 

(2)  Based  on  number  of  shares  outstanding  at 
end  of  year. 

(3)  Based  on  average  of  shareholders’  equity 
at  beginning  and  end  of  year. 

(4)  Based  on  high  and  low  market  prices 
during  the  year. 
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I 


Operations  (millions) 

Net  sales .  57,067.7 

Cost  of  sales,  including  occupancy  and  buying  costs .  5,1 1 1 .7 

Selling,  publicity,  delivery  and  administrative  expenses .  1388.1  ' 

Provision  for  doubtful  accounts .  273  j 

Interest  expense .  78.1  ! 

Interest  capitalized  .  (11.1) 

Total  costs  and  expenses .  63943 

Income  before  income  taxes  and  unusual  items .  473.4 

Unusual  items .  ~ 

Income  before  income  taxes .  473.4 

Income  taxes  .  214.9 

Net  income  including  unusual  items  .  $  2583 

Net  income  excluding  unusual  items .  S  2583 

Dividends  paid .  92.1 

Earnings  retained .  166.4 

Capital  expenditures .  3883 

Funds  provided  from  operations  .  4543 

Depreciation  and  amortization  .  156.9  t 

Taxes  other  than  income  taxes .  146.4  . 


Per  Share  of  Common  Stock 

Net  income  excluding  unusual  items'0 .  S  533 

Net  income  including  unusual  items"’ .  533 

Net  income  -  fully  diluted,  excluding  unusual  items .  5.18 

Dividends .  1.90 

Shareholders’  equity  (book  value)"’  .  41.02 

Market  price  (high-low)  .  43-30 


Year-End  Financial  Position  (millions) 

Assets .  $4,096.9 

Working  capital .  728.6 

Gross  accounts  receivable .  13323 

Inventories .  8273 

Property  and  equipment— net .  1,868.8 

Long-term  debt  .  553.2 

Shareholders’  equity .  1.986.1 

Return  on  shareholders’  equity,  excluding  unusual  items1  ”...  13.6% 


Statistics 
Percent  of  sales 

Income  before  income  taxes  and  unusual  items .  63% 

Net  income  (excluding  unusual  items) .  3.7% 

Net  income  (including  unusual  items) .  33;;. 

Price  earnings  ratio  excluding  unusual  items"” 

High  .  8.1 

Low .  5.6 

Number  of  stores  (all  segments)  at  year-end .  369 

Square  feet  of  gross  store  space  (millions) .  53.9 

Number  of  employees  (thousands)  .  120.8 

Average  number  of  shares  outstanding  (millions)  .  483 

Number  of  shareholders  (thousands) .  25.0 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


19X11 

/  979 

ms 

/  977 

19  76 

/V75 

1974 

1 973 

1972 

$6300.7 

$5,806.4 

$5,404.6 

S4.923.4 

$4,446.6 

$4,061.9 

$3375.9 

$33523 

$2,931.4 

4385.4 

43303 

3,936.9 

3366.9 

3355.1 

2,951.0 

2,6243 

2375.1 

2,126.6 

1323.0 

1,118.6 

1,028.8 

926.0 

828.0 

7393 

6563 

5963 

5353 

30.9 

28.1 

20.9 

17.0 

14.9 

163 

183 

123 

10.7 

693 

61.4 

48.4 

35.4 

29.0 

26.7 

31.9 

243 

183 

(12.4) 

(6.2) 

(5.0) 

(3.7) 

(3.6) 

(4.6) 

(43) 

_ 

_ 

5,896.2 

5,432.1 

5,030.0 

4341.6 

4,123.4 

3.7283 

3326.0 

3,007.9 

2,6913 

i  4043 

3743 

374.6 

381.8 

323.2 

333.4 

249.9 

2443 

240.1 

37  2 

— 

— 

— 

— 

— 

— 

— 

— 

441.7 

3743 

374.6 

381.8 

3233 

333.4 

249.9 

2443 

240.1 

1643 

171.6 

1773 

1863 

1563 

165.4 

124.4 

1203 

121.0 

$  277.4 

$  202.7 

$  197.1 

S  1953 

S  166.9 

$  168.0 

S  1253 

$  123.8 

S  119.1 

$  2193 

$  202.7 

$  197.1 

$  1953 

$  166.9 

$  168.0 

$  1253 

$  123.8 

S  119.1 

87.1 

82.1 

783 

71.9 

66.9 

59.1 

563 

523 

50.1 

1903 

120.6 

118.8 

123.6 

100.0 

108.9 

693 

713 

69.0 

3133 

321.7 

240.0 

223.7 

2253 

186.8 

169.1 

180.6 

125.9 

383.1 

360.8 

333.4 

3173 

2743 

2633 

209.6 

192.8 

1823 

1483 

1293 

116.4 

102.1 

893 

78.1 

68.6 

57.9 

503 

1263 

120.0 

113.9 

105.0 

94.6 

82.4 

733 

673 

57.6 

.  S  433 

S  430 

$  4.09 

$  4.06 

S  3.47 

S  330 

$  2.62 

S  239 

$  230 

5.73 

430 

4.09 

4.06 

3.47 

330 

2.62 

239 

230 

4.40 

4.07 

3.97 

3.95 

338 

3.40 

235 

232 

2.43 

1.80 

1.70 

1.62'/2 

1.49'/i 

138>4 

132 

1.16 

1.08 

1.04 

37.61 

33.71 

3134 

28.81 

2635 

24.16 

21.88 

20.42 

18.97 

36-21 

33-25 

41-30 

44-33 

60-42 

57-33 

37-20 

53-27 

59-43 

S33753 

$33953 

$2,956.4 

$2,632.0 

$2389.1 

$2,1223 

$1,8863 

$1,772.1 

$1,638.0 

787.7 

547.4 

585.7 

5853 

489.0 

457.8 

4593 

4443 

484.9 

1,079.4 

1,032.8 

9233 

853.0 

758.4 

679.7 

630.1 

599.0 

538.7 

724.1 

6523 

573.1 

558.9 

4863 

4253 

357.4 

370.4 

342.6 

1,653.4 

1338.7 

1360.4 

1347.2 

1,139.7 

1,018.0 

912.0 

822.1 

707.7 

552.8 

3613 

359.4 

371.8 

329.9 

271.7 

2793 

257.8 

261.0 

1,821.0 

1,627.8 

1305.8 

1386.1 

13613 

1,158.8 

1,045.9 

9743 

905.9 

12.9% 

12.9% 

13.6% 

14.8% 

13.8% 

153% 

12.4% 

133% 

13.7% 

6.4% 

6.4% 

6.9*5!. 

7.8*5!. 

73*5!, 

825!, 

7.0% 

73% 

82% 

3.5% 

33% 

3.6% 

4.0*5!, 

3.8*5!. 

4.1% 

33 % 

3.8% 

4.1% 

4.4% 

33% 

3.6% 

4.0*5!. 

3.8% 

4.1% 

33% 

3.8% 

4.1% 

8.0 

7.9 

10.1 

10.9 

173 

162 

143 

20.7 

23.6 

4.7 

6.0 

7.4 

8.1 

12.1 

9.4 

7.7 

103 

17.4 

358 

346 

337 

323 

303 

283 

263 

243 

221 

523 

50.0 

48.6 

46.4 

43.9 

412 

38.7 

362 

32.8 

116.6 

1123 

1132 

110.0 

108.0 

983 

92.5 

93.0 

86.7 

48.4 

483 

48.2 

48.1 

48.1 

48.0 

47.8 

47.8 

47.7 

253 

25.8 

273 

28.6 

28.8 

29.6 

303 

303 

29.9 
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Board  of  Directors 


Committees  of  the  Board 


Charlotte  Beets  (6) 

member  of  the  board  of  directors  since  1980; 
chief  operating  officer  of  Tatham-Laird  & 

Kudncr. 

Richard  M.  Bressler  (35) 
member  of  the  board  of  directors  since  1980; 
chairman  of  the  board  and  chief  executive 
officer  of  Burlington  Northern  Inc.,  also  on  the 
boards  of  First  Bank  System.  Inc..  Honeywell 
Inc.,  and  Penn  Mutual  Life  Insurance  Company. 

James  L.  Ferguson  (35) 
member  of  the  board  of  directors  since  1979; 
chairman  of  the  board  and  chief  executive 
officer  of  General  Foods  Corporation. also  on 
the  boards  of  Chase  Manhattan  Bank.  N.A., 
Chase  Manhattan  Corporation  and  Union 
Carbide  Corporation. 

Howard  Goldfedcr  (1.2) 
member  of  the  board  of  directors  since  1976: 
president  and  chief  executive  officer  of 
Federated;  also  on  the  boards  of  Champion 
International  Corporation  and  Connecticut 
Mutual  Life  Insurance  Company. 

Dr.  Jerome  H.  Holland  (3.4.6) 
member  of  the  board  of  directors  since  1972: 
former  president  of  Hampton  Institute  and 
former  U5.  Ambassador  to  Sweden;  also  on  the 
boards  of  American  Telephone  &  Telegraph 
Company.  Chrysler  Corporation,  The 
Continental  Corporation.  Culbro  Corporation. 
General  Foods  Corporation.  Manufacturers 
Hanover  Corporation,  Pan  American  Banks. 

Inc..  Union  Carbide  Corporation  and  Zum 
Industries.  Inc. 

Lawrence  M.  Isaacs  (2) 

member  of  the  board  of  directors  since  1976: 

executive  vice  president  of  Federated. 

Melvin  Jacobs  (1.2) 

member  of  the  board  of  directors  since  1977 ; 
vice  chairman  of  Federated:  also  on  the  board  of 
Southeast  Banking  Corporation. 

Howard  W.  Johnson  (45.6) 
member  of  the  board  of  directors  since  1966: 
chairman  of  the  Corporation  of  the 
Massachusetts  Institute  of  Technology;  also  on 
the  boards  of  Champion  International 
Corporation.  E.I.  duPont  de  Nemours  and 
Company.  John  Hancock  Mutual  Life  Insurance 
Company.  Morgan  Guaranty  Trust  Company  of 
New  York  and  J.  P.  Morgan  &  Co..  Inc. 

Reginald  H.  Jones  (3.45) 
member  of  the  board  of  directors  since  1980; 
retired  chairman  of  the  board  of  General 
Electric  Company:  also  on  the  boards  of  ASA 
Ltd..  Bethlehem  Steel  Corporation.  General 
Reinsurance  Company.  General  Signal 
Corporation  and  Merck  &  Co..  Inc. 

Bernard  S.  Klayf  (2) 

member  of  the  board  of  directors  since  1980: 
executive  vice  president  of  Federated;  also  on 
the  boards  of  Cincinnati  Equitable  Insurance 
Company,  its  Krcidler  Insurance  Company 
subsidiary  and  West  Shell.  Inc. 


Harold  Krensky  (15) 
member  of  the  board  of  directors  since  1969; 
chairman  of  the  executive  committee  of 
Federated;  also  on  the  boards  of  Bache  Group, 
fnc..  Liberty  Mutual  Fire  Insurance  Company. 
Liberty  Mutual  Insurance  Company.  Liberty 
Mutual  Life  Insurance  Company  and  Norlin 
Corporation. 

Maurice  Lazarus  (2) 

member  of  the  board  of  directors  since  1963: 
chairman  of  the  finance  committee  of  Federated: 
also  on  the  boards  of  Arthur  D.  Little.  Inc.,  ltck 
Corporation. Massachusetts  Mutual  Life 
Insurance  Company  and  New  England 
Telephone  &  Telegraph  Company. 

Ralph  Lazarus  (15) 

member  of  the  board  of  directors  since  1951: 
chairman  of  the  board  of  Federated:  also  on  the 
boards  of  Chase  Manhattan  Bank.  N.A..  Chase 
Manhattan  Corporation.  General  Electric 
Company  and  Scott  Paper  Company. 

Daniel  W.  LeBlond  (15.6) 
member  of  the  board  of  directors  since  1975: 
president  and  chief  executive  officer  of  LeBlond 
Makino  Machine  Tool  Company:  also  on  the 
boards  of  Eagle-Picher  Industries.  Inc.. The  Fifth 
Third  Bank  (Cincinnati)  and  The  Ohio  National 
Life  Insurance  Company. 

Edmund  W.  Littlefield  (3.4  5) 
member  of  the  board  of  directors  since  1977; 
chairman  of  the  executive  committee  of  Utah 
International,  Inc.,  a  wholly  owned  affiliate  of 
General  Electric  Company;  also  on  the  boards  of 
Del  Monte  Corporation.  General  Electric  Com¬ 
pany.  Industrial  Indemnity  Company.  Southern 
Pacific  Company  and  Wells  Fargo  &  Company. 
G.  William  Miller  (5.6) 
reelected  to  the  board  of  directors  in  February 
1981.  member  from  December  1976  to  March 
1978:  private  investments,  former  Secretary  of 
U5.  Treasury  and  former  chairman  of  Federal 
Reserve  Board:  also  on  the  board  of  Repligen 
Corporation. 

Peter  G.  Peterson  (5) 
member  of  the  board  of  directors  since  1973: 
chairman  of  the  board  of  Lehman  Brothers 
Kuhn  Loeb  Incorporated;  also  on  the  boards  of 
Black  &  Decker  Manufacturing  Company. 

Cities  Service  Company.  General  Foods 
Corporation.  Minnesota  Mining  & 
Manufacturing  Company  and  RCA 
Corporation. 

Donald  J.  Stone  (15) 
member  of  the  board  of  directors  since  1980; 
vice  chairman  of  Federated:  also  on  the  boards 
of  Bloom  Advertising  Agency.  Inc.,  and 
Mercantile  Texas  Corporation. 

Marvin  S.Traub 

member  of  the  board  of  directors  since  1979; 
chairman  of  Bloomingdale's. 

Kathryn  D.  Wriston  (15.4.6) 

member  of  the  board  of  directors  since  1975: 

member  of  the  Bar  of  the  State  of  New  York; 

also  on  the  board  of  Union  Carbide 

Corporation. 
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1.  Executive  Committee 

2.  Finance  Committee 

3.  Audit  Committee 

4.  Nominating  Committee 

5.  Stock  Option  and  Management 
Compensation  Review  Committee 

6.  Executives  Deferred  Compensation  Plan 
and  Retirement  Plans  Committee 


Officers 

Howard  Goldfeder  Ralph  Lazarus  . 

President  and  Chief  Chairman  of  th/doard 

Executive  Officer 


Melvin  Jacobs 
Vice  Chairman 
Donald  J.  Stone 
Vice  Chairman 
Harold  Krensky 
Chairman  of  the 
Executive  Committee 
Maurice  Lazarus 
Chairman  of  the 
Finance  Committee 
Lawrence  M.  Isaacs 
Executive  Vice  President 
Bernards.  Klayf 
Executive  Vice  President 
John  H.F.Hoving, 
Senior  Vice  President 
Harold  E.  Johnson 
Senior  Vice  President 
Joseph  J.  Preminger 
Senior  Vice  President 
and  Controller 
Eugene  Rappeport 
Senior  Vice  President 
James  B.Selonick 
Senior  Vice  President 
Phyllis  S.  Sewell 
Senior  Vice  President 


Boris  Auerbach 
Vice  President  and 
Secretary 

Benjamin  W.  Borne 
Vice  President 
R.  Brayton  Bowen  Jr. 
Vice  President 
Walter  A.  Couper 
Vice  President 
Audian  Dunham 
Vice  President 
Samutl  E.  Dyer 
Vice  President 
James  M.  Leahy 
Vice  President  and 
Treasurer 
H.  Stewart  Rose 
Vice  President 
Paul  R  Thiemann 
Vice  President 
Marvin  S.Traub 
Vice  President 
Norman  M.  Weiser 
Vice  President 


Transfer  Agents  and  Registrars 


Manufacturers  Hanover 
Trust  Company 
Four  New  York  Plaza 
New  York.  NY  10015 


The  First  National  Bank 
of  Chicago 

One  First  National  Plaza 
Chicago.  IL  60670 


The  principal  market  in  which  the  common  stock 
of  Federated  Department  Stores.  Inc.. 
is  traded  is  the  New  York  Stock  Exchange. 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


